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§ 811.5 Delivery of Federal Financing
Bank securities.

A Reserve Bank which has received
Federal Financing Bank securities and
effected pledges, made entries regard-
ing them, or transferred or delivered
them according to the instructions of
its depositor is not liable for conver-
sion or for participation in breach of fi-
duciary duty even though the depositor
had no right to dispose of or take other
action in respect of the securities. A
Reserve Bank shall be fully discharged
of its obligations under this part by the
delivery of Federal Financing Bank se-
curities in definitive form to its deposi-
tor or upon the order of such depositor.
Customers of a member bank or other
depository (other than a Reserve Bank)
may obtain Federal Financing Bank se-
curities in definitive form only by
causing the depositor of the Reserve
Bank to order the withdrawal thereof
from the Reserve Bank.

§ 811.6 Registered bonds and notes.
Registered Federal Financing Bank

securities deposited with a Reserve
Bank for any purpose specified in § 811.2
shall be assigned for conversion to
book-entry Federal Financing Bank se-

curities. The assignment, which shall
be executed in accordance with the pro-
visions of subpart F of 31 CFR, part 306,
so far as applicable, shall be to—

Federal Reserve Bank of llllll, as
fiscal agent of the United States acting on
behalf of the Federal Financing Bank for
conversion to book-entry Federal Financing
Bank securities.

§ 811.7 Servicing book-entry Federal
Financing Bank securities; payment
of interest; payment at maturity or
upon call.

Interest becoming due on book-entry
Federal Financing Bank securities
shall be charged against the special
agent account maintained by the De-
partment of the Treasury for the Fed-
eral Financing Bank on the interest
due date and remitted or credited in
accordance with the depositor’s in-
structions. Such securities shall be re-
deemed and charged against the above
said account on the date of maturity or
call, and the redemption proceeds,
principal and interest, shall be disposed
of in accordance with the depositor’s
instructions.
tion)
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SUBCHAPTER A—GENERAL

PART 900—DESCRIPTION OF
ORGANIZATION AND FUNCTIONS

Subpart A—Functions and Responsibilities
of Finance Board

Sec.
900.1 Definitions.
900.2 General statement and statutory au-

thority.
900.3 Location and business hours.
900.4 Federal Home Loan Bank System.
900.5 Financing Corporation.

APPENDIX A TO SUBPART A OF PART 900—FED-
ERAL HOME LOAN BANKS

Subpart B—General Organization

900.10 Board of Directors.
900.11 Chairperson.
900.12 Office of the Managing Director.
900.13 Office of Policy.
900.14 Office of Supervision.
900.15 Office of General Counsel.
900.16 Office of Inspector General.
900.17 Office of Congressional Affairs.
900.18 Office of Public Affairs.
900.19 Office of Resource Management.

Subpart C—Delegations of Authority

900.30 Office of Finance Board of Directors.

Subpart D—Procedures

900.50 General statement on procedures and
forms.

900.51 Forms.
900.52 Submittal of requests for informa-

tion.
900.53 Official Seal.
900.54 Official logo.

AUTHORITY: 5 U.S.C. 552; 12 U.S.C. 1422b(a),
1423.

SOURCE: 56 FR 67155, Dec. 30, 1991, unless
otherwise noted.

Subpart A—Functions and
Responsibilities of Finance Board

§ 900.1 Definitions.
As used in this part:
Bank means a Federal Home Loan

Bank.
Bank Act means the Federal Home

Loan Bank Act.
Bank System means the Federal Home

Loan Bank System, consisting of the
Federal Home Loan Banks.

Finance Board means the Federal
Housing Finance Board.

§ 900.2 General statement and statu-
tory authority.

(a) The Finance Board is an inde-
pendent, executive agency in the Fed-
eral Government, responsible for regu-
lating the Federal Home Loan Bank
System. It is funded through assess-
ments levied upon the Federal Home
Loan Banks. These funds are not con-
sidered Government Funds or appro-
priated monies. The Finance Board is
governed by a five-member Board of
Directors and administered by a full-
time staff.

(b) The members of the Board of Di-
rectors are individually referred to as
Directors. The heads of the various ad-
ministrative units, called offices or di-
rectorates, are also called Directors.

(c) The Finance Board administers
chapter 11 of the Bank Act, as amend-
ed, and is authorized to issue rules,
regulations and orders affecting the
Banks. The Finance Board performs all
such duties and responsibilities as may
be required by statute. Under section
302(b)(2) of the Federal National Mort-
gage Association Charter Act, it also
conducts a monthly survey of all major
lenders to calculate a national average
for interest rates on mortages for one-
family homes, on behalf of the Federal
National Mortgage Association. Under
section 305(b) of the Federal Home
Loan Mortgage Corporation Act, it
conducts a similar survey for the Fed-
eral Home Loan Mortgage Corporation.

§ 900.3 Location and business hours.

(a) Location. All office units of the
Finance Board are located at 1777 F
Street, NW., Washington, DC 20006.

(b) Hours of operation. The regular
hours of operation of the Finance
Board are from 8:30 a.m. to 5:30 p.m.,
Monday through Friday.

§ 900.4 Federal Home Loan Bank Sys-
tem.

(a) The Finance Board regulates the
Banks, created under the Bank Act.
Specifically, its duties are:

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00583 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



588

12 CFR Ch. IX (1–1–99 Edition) § 900.5

(1) To ensure that the Banks operate
in a safe and sound manner;

(2) To supervise all lending and relat-
ed operations of the Banks, which may
include:

(i) Prescribing conditions upon which
Banks may advance funds to their
member lending institutions;

(ii) Prescribing rules and conditions
under which a Bank may borrow funds,
pay interest on those funds, or issue
obligations;

(iii) Requiring examinations of the
Banks;

(iv) Appointing the public members
of the boards of directors of the Banks,
conducting the elections of the mem-
bers who are elected by the members of
the Banks, and designating the Chair-
man and Vice-Chairman of the boards
of directors of the Banks;

(v) Approving dividends paid by the
Banks on their capital stock;

(vi) Approving applications for mem-
bership in a Bank; and

(vii) Approving the Bank Presidents
selected by the Banks’ board of direc-
tors and approving the salaries of top
level Bank officers;

(3) To ensure that the Banks fulfill
their mission of channeling funds to
the housing finance industry by mak-
ing long-term loans to financial lend-
ing institutions for use in mortgage
lending;

(4) To ensure that the Banks remain
adequately capitalized; and

(5) To ensure that the Banks are able
to raise funds in the capital markets.

(b) The Finance Board issues the Fed-
eral Home Loan Bank consolidated
bonds or notes that are the joint and
several obligations of the Banks. The
Finance Board issues these obligations
through the Office of Finance, which is
a joint office of the Bank System.

§ 900.5 Financing Corporation.

The Finance Board oversees the oper-
ations of the Financing Corporation,
including its issuance of obligations.
The Financing Corporation is a mixed
ownership government corporation
chartered by the Finance Board under
section 302 of the Competitive Equality
Banking Act of 1987, 101 Stat. 552, 585
(1987) (12 U.S.C. 1441).

APPENDIX A TO SUBPART A OF PART
900—FEDERAL HOME LOAN BANKS

FEDERAL HOME LOAN BANK DISTRICT 1

(Connecticut, Maine, Massachusetts, New
Hampshire, Rhode Island, Vermont)

Federal Home Loan Bank of Boston

One Financial Center, 20th Floor, Boston,
MA 02111

FEDERAL HOME LOAN BANK DISTRICT 2

(New Jersey, New York, Puerto Rico, Virgin
Islands)

Federal Home Loan Bank of New York

One World Trade Center, 103rd Floor, New
York, NY 10048

FEDERAL HOME LOAN BANK DISTRICT 3

(Delaware, Pennsylvania, West Virginia)

Federal Home Loan Bank of Pittsburgh

One Riverfront Center, 20 Stanwix Street,
Pittsburgh, PA 15222–4893

FEDERAL HOME LOAN BANK DISTRICT 4

(Alabama, District of Columbia, Florida,
Georgia, Maryland, North Carolina, South
Carolina, Virginia)

Federal Home Loan Bank of Atlanta

1475 Peachtree Street, NE., Atlanta, GA 30309

FEDERAL HOME LOAN BANK DISTRICT 5

(Kentucky, Ohio, Tennessee)

Federal Home Loan Bank of Cincinnati

2400 Atrium Two, 221 East Fourth Street,
Cincinnati, OH 45202

FEDERAL HOME LOAN BANK DISTRICT 6

(Indiana, Michigan)

Federal Home Loan Bank of Indianapolis

8250 Woodfield Crossing Boulevard, Indianap-
olis, IN 46240

FEDERAL HOME LOAN BANK DISTRICT 7

(Illinois, Wisconsin)

Federal Home Loan Bank of Chicago

111 East Wacker Drive, Suite 700, Chicago, IL
60601

FEDERAL HOME LOAN BANK DISTRICT 8

(Iowa, Minnesota, Missouri, North Dakota,
South Dakota)

Federal Home Loan Bank of Des Moines

907 Walnut Street, Des Moines, IA 50309
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FEDERAL HOME LOAN BANK DISTRICT 9

(Arkansas, Louisiana, Mississippi, New Mex-
ico, Texas)

Federal Home Loan Bank of Dallas

5605 North MacArthur Boulevard, Irving, TX
75038

FEDERAL HOME LOAN BANK DISTRICT 10

(Colorado, Kansas, Nebraska, Oklahoma)

Federal Home Loan Bank of Topeka

Townsite Plaza Two, 120 East Sixth Street,
Topeka, KS 66603

FEDERAL HOME LOAN BANK DISTRICT 11

(Arizona, California, Nevada)

Federal Home Loan Bank of San Francisco

600 California Street, San Francisco, CA
94108

FEDERAL HOME LOAN BANK DISTRICT 12

(Alaska, American Samoa, the Common-
wealth of the Northern Mariana Islands,
Guam, Hawaii, Idaho, Montana, Oregon,
Utah, Washington, Wyoming)

Federal Home Loan Bank of Seattle

1501 Fourth Avenue, 19th Floor, Seattle, WA
98101–1693

[56 FR 67155, Dec. 30, 1991, as amended at 63
FR 3455, Jan. 23, 1998]

Subpart B—General Organization

§ 900.10 Board of Directors.

The Board of Directors consists of
five members (‘‘Directors’’). Four Di-
rectors are appointed by the President,
with the advice and consent of the Sen-
ate, for seven-year terms. The fifth Di-
rector, the Secretary of Housing and
Urban Development, is an ex officio Di-
rector. Not more than three Directors
may belong to the same political party.
By law, the four appointed Directors
must have backgrounds in housing fi-
nance or a demonstrated commitment
to providing specialized housing credit,
and one such Director must have a
background with an organization with
a two-year record of representing con-
sumer or community interests on ei-
ther banking services, credit needs, fi-
nancial consumer protection or hous-
ing. The Board of Directors sets agency
policy and issues resolutions, rules,
regulations and orders, as necessary.

§ 900.11 Chairperson.

The President designates one ap-
pointed Director as Chairperson of the
Board of Directors, who presides over
the meetings of the Board of Directors.
The Board of Directors has delegated,
by resolution, the responsibility of
overall management and organiza-
tional or personnel administration of
the Finance Board to the Chairperson.

§ 900.12 Office of the Managing Direc-
tor.

(a) The Managing Director is the Fi-
nance Board’s chief operating officer.
By order of the Chairperson, the Man-
aging Director has been delegated the
authority and power necessary and
convenient to effect the day-to-day
management, functioning, and organi-
zation of the Finance Board, including
the authority to appoint, remove, pro-
mote, direct, set compensation for, and
pay Finance Board personnel. The
Managing Director is authorized to
execute documents on behalf of the
Board of Directors, including regula-
tions, resolutions, or orders duly
passed by the Board of Directors. The
Managing Director is also the Finance
Board’s Chief Information Officer.

(b) The Executive Secretariat is a di-
vision within the Office of the Manag-
ing Director. The Executive Secretary
is the recording officer for the Board of
Directors and is responsible for main-
taining the Finance Board’s records,
including copies of all resolutions and
rules adopted by the Board of Directors
and orders issued by the Chairperson.
The Executive Secretary also is respon-
sible for the preparation and mainte-
nance of the minutes or other records
of all official actions and proceedings
of the Board of Directors, and is re-
sponsible for the official seals of the
Finance Board. This division also is re-
sponsible for the agency’s Freedom of
Information Act, Privacy Act, and
Records Management Programs. The
Executive Secretary is the primary li-
aison with the Office of the Federal
Register.

(c) The District Banks Secretariat is
a division within the Office of the Man-
aging Director responsible for admin-
istering the election of directors of the
Banks and for maintaining records on
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each of the Banks’ policies and mar-
keting activities.

[61 FR 68129, Dec. 27, 1996]

§ 900.13 Office of Policy.

(a) The Office of Policy coordinates
the Finance Board’s policy develop-
ment activities and provides advice to
the Chairperson and the Board of Di-
rectors on the economic, financial,
housing and community and economic
development, and competitive environ-
ments in which the Bank System and
its members operate. The responsibil-
ities of the Office of Policy include:

(1) Analysis and modeling of the fi-
nancial performance of the Banks;

(2) Collection and analysis of finan-
cial data in order to prepare the Bank
System’s annual combined financial re-
ports and other periodic reports on
Bank System operations;

(3) Collection and analysis of data on
the housing and community and eco-
nomic development activities of the
Banks;

(4) Analysis of the Banks’ perform-
ance under the Affordable Housing Pro-
gram and the Community Investment
Program;

(5) Analysis of policy issues arising
under the Affordable Housing Program
and the Community Investment Pro-
gram;

(6) Preparation of the Monthly Sur-
vey of Rates and Terms of Conven-
tional One-Family Nonfarm Mortgage
Loans and determination of the con-
forming loan limit for Federal Na-
tional Mortgage Association (Fannie
Mae) and Federal Home Loan Mortgage
Corporation (Freddie Mac) purchases
and guarantees; and

(7) Review of the Banks’ quarterly
dividend recommendations.

(b) The Office of Policy is the Fi-
nance Board’s primary liaison with the
Banks’ Chief Financial Officers con-
cerning financial management issues,
the Banks’ Community Investment Of-
ficers concerning community and eco-
nomic development, the Banks’ Advi-
sory Councils concerning Bank System
support of affordable housing, and the
Bank System’s fiscal agent, the Office
of Finance. It prepares the annual re-
ports to Congress and to the Banks’
Advisory Councils concerning Bank

System support for low-income housing
and community development.

[61 FR 68130, Dec. 27, 1996]

§ 900.14 Office of Supervision.

The Office of Supervision oversees
the Banks, the Office of Finance and
the Financing Corporation to ensure
that they operate in a financially safe
and sound manner, that the Banks are
carrying out their housing and commu-
nity and economic development fi-
nance mission and are in compliance
with applicable statutes and regula-
tions, as well as Finance Board policies
and orders. The responsibilities of the
Office of Supervision include:

(a) The conduct of examinations, at
least annually, of the Banks, the Office
of Finance and the Financing Corpora-
tion and the furnishing of reports
thereon to the Chairpersons of their
Boards of Directors;

(b) The follow-up and resolution of
outstanding examination issues;

(c) Liaison with each Bank’s audit
committee and the review and evalua-
tion of the work of each Bank’s inter-
nal audit staff;

(d) The monitoring of Bank and Sys-
tem interest rate risk, financial trends
and mission-related activities; and

(e) The review of Community Support
Statements of Bank System members.

[61 FR 68130, Dec. 27, 1996]

§ 900.15 Office of General Counsel.

The General Counsel is the chief
legal officer of the Finance Board. The
Office of General Counsel provides ad-
vice to the Board of Directors, the
Chairperson, and other Finance Board
officials, on interpretations of statutes
and regulations. The Office of General
Counsel prepares all legal documents
on behalf of the Finance Board and pre-
pares opinions, regulations, and memo-
randa of law. It represents the Finance
Board in all administrative adjudica-
tory proceedings before the Board of
Directors. The Chairman appoints the
Finance Board’s Designated Agency
Ethics Official from the staff of the Of-
fice of General Counsel.

[61 FR 68130, Dec. 27, 1996]
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§ 900.16 Office of Inspector General.
The Inspector General is subject to,

and operates under, the provisions of
the Inspector General Act of 1978, as
amended (5 U.S.C. app. 3). The Inspec-
tor General reports to and is under the
general supervision of the Chairperson.
The Inspector General’s responsibil-
ities under the Inspector General Act
include providing policy direction for,
and conducting, supervising, and co-
ordinating audits and investigations
relating to the programs and oper-
ations of the Finance Board, and rec-
ommending policies for promoting
economy and efficiency in the adminis-
tration of, or preventing and detecting
fraud and abuse in, the Finance Board’s
programs and operations. The Inspec-
tor General prepares and furnishes to
the Chairman for transmittal to the
Congress semiannual reports on the ac-
tivities of the Office of Inspector Gen-
eral.

[61 FR 68130, Dec. 27, 1996]

§ 900.17 Office of Congressional Af-
fairs.

The Office of Congressional Affairs is
responsible for ensuring the effective
coordination and communication with
the Congress and interest groups, and
for briefing the Chairperson, the other
Directors, and the Managing Director,
on legislative issues before Congress
pertaining to the Finance Board, the
Bank System, and the Financing Cor-
poration.

[61 FR 68130, Dec. 27, 1996]

§ 900.18 Office of Public Affairs.
The Office of Public Affairs is respon-

sible for the dissemination of informa-
tion about the Finance Board to the
public and the news media. The Office
of Public Affairs is the Finance Board’s
primary liaison with news reporters. It
also responds to general inquiries
about the activities of the Finance
Board.

[61 FR 68130, Dec. 27, 1996]

§ 900.19 Office of Resource Manage-
ment.

The Office of Resource Management
advises the Chairperson and the Board
of Directors on internal agency man-

agement and organization and provides
support services to the agency and to
individual employees. The responsibil-
ities of the Office of Resource Manage-
ment include:

(a) Developing and managing agency
policies and procedures governing em-
ployment and personnel action require-
ments, compensation and agency pay-
roll requirements, travel, awards, in-
surance, retirement benefits, and other
employee benefits;

(b) Providing support for all facility
and supply requirements;

(c) Agency procurement and con-
tracting programs;

(d) Agency financial management,
budgeting and accounting; and

(e) Coordinating the design, program-
ming, operation, and maintenance of
the Finance Board’s electronic data
systems.

[61 FR 68130, Dec. 27, 1996]

Subpart C—Delegations of
Authority

§ 900.30 Office of Finance Board of Di-
rectors.

(a) Consolidated obligations. Subject to
Finance Board regulations, resolutions
or policies, the Office of Finance Board
of Directors is delegated the authority:

(1) To issue through the Office of Fi-
nance the Federal Home Loan Bank
consolidated debentures, bonds or
notes pursuant to the Finance Board’s
authority under section 11 of the Bank
Act (12 U.S.C. 1431); and

(2) To determine their denomina-
tions, interest rate and terms.

(b) Treasury policy. The Office of Fi-
nance Board of Directors shall imple-
ment this delegation in accordance
with the policies and guidelines issued
by the Secretary of the Treasury under
section 9108 of title 31 of the United
States Code (31 U.S.C. 9108).

[57 FR 6468, Feb. 25, 1992]

Subpart D—Procedures

§ 900.50 General statement on proce-
dures and forms.

Regulations and rules of procedure of
the Finance Board are published in
chapter IX of title 12 of the Code of

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00587 Fmt 8010 Sfmt 8002 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



592

12 CFR Ch. IX (1–1–99 Edition) § 900.51

Federal Regulations and in supple-
mentary material published in the
FEDERAL REGISTER. The Finance Board
will prescribe the procedures governing
the course and conduct of proceedings
before the Board of Directors in its
General Regulations. When and wher-
ever appropriate, the Finance Board
may supplement its administrative
procedures with informal procedures
designed to aid the public or facilitate
the proceedings, including the render-
ing of advice or assistance to persons
dealing with the Finance Board or its
Board of Directors.

§ 900.51 Forms.

The following forms are available at
the Finance Board headquarters facil-
ity (see § 900.3) and shall be used for the
purpose indicated:

FORM

10–91—Monthly Survey of Rates and Terms
on Conventional 1 Family Nonfarm Mort-
gage Loans.

9102—Certificate of Nomination, Election of
Federal Home Loan Bank Directors.

9103—Election Ballot, Election of Federal
Home Loan Bank Directors.

A–1—Appointive Director Candidates—Per-
sonal Certification and Disclosure Form.

E–1—Elective Director Nominees—Personal
Certification and Disclosure Form.

90–T04—Local Travel Claim.

[60 FR 49199, Sept. 22, 1995, as amended at 63
FR 65687, Nov. 30, 1998]

§ 900.52 Submittal of requests for in-
formation.

Requests for general information
concerning the Finance Board or the
Bank System should be made in person
at the headquarters facility, at the ad-
dress listed in § 900.3, or in writing ad-
dressed to the Executive Secretary at
the same address.

§ 900.53 Official Seal.
This section describes and displays

the official seals used by the Finance
Board to certify and authenticate offi-

cial documents of the Board of Direc-
tors:

(a)(1) Description. A disc with the
term ‘‘SEAL’’ in capital letters in its
center, encircled by a designation
scroll having an outer border with a
roped edge and an inner border with a
beaded edge, and containing the words
‘‘FEDERAL HOUSING FINANCE
BOARD’’ in capital letters, in caslon
type, with a mullet, in base.

(2) Display.

(b)(1) Description. A disc with a large
mullet at its center and the term
‘‘FEDERAL’’ atop the term ‘‘HOUS-
ING’’ in capital letters, in uncial type,
arranged in a curved format on the
upper part of the disc above the large
mullet and the term ‘‘FINANCE’’ atop
the term ‘‘BOARD’’ in capital letters,
in uncial type, both terms arranged in
a curved format on the lower part of
the disc below the mullet, with two
smaller mullets separating the two
aforementioned terms ‘‘HOUSING’’ and
‘‘FINANCE’’, and with six mullets ar-
ranged three each in a vertical row on
the left and right sides of the disc, and
surrounded by a boarder consisting of
two plain lines.

(2) Display.
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(c) Description. A disc having the
same design and description as the offi-
cial logo, contained in § 900.54 and dis-
played in paragraph (b) of that section.

[56 FR 67155, Dec. 30, 1991; 57 FR 749, Jan. 8,
1992]

§ 900.54 Official logo.

This section describes and displays
the logo adopted by the Board of Direc-
tors as the official symbol representing
the Finance Board. It is displayed on
correspondence and selected docu-
ments.

(a) Description. A disc with its center
consisting of three polygons arranged
in an irregular line partially overlap-
ping—each polygon drawn in a manner
resembling a silhouette of a pitched
roof house and with distinctive eaves
under its roof—encircled by a designa-
tion scroll having an outer and inner
border of plain heavy lines and con-
taining the words ‘‘FEDERAL HOUS-
ING FINANCE BOARD’’ in capital let-
ters, in sans serif type, with two
mullets on the extreme left and right
of the scroll.

(b) Display.

PART 902—OPERATIONS

Sec.
902.1 Definitions.
902.2 Assessments on the Banks.
902.3 Monthly interest rate survey.
902.4 Schedule of charges for agency serv-

ices.
902.5 Minority Contractors Outreach Pro-

gram.
902.6 Procedure for consideration of waiver

of regulatory provisions.

AUTHORITY: 12 U.S.C. 1422b and 1438(b).

SOURCE: 58 FR 19195, Apr. 13, 1993, unless
otherwise noted.

§ 902.1 Definitions.
As used in this part:
Bank means a Federal Home Loan

Bank.
Bank System means the Federal Home

Loan Bank System, consisting of all
twelve Banks.

Business means an enterprise, includ-
ing a firm, corporation, joint stock
company, partnership, joint venture or
association that engages in commer-
cial activity on a regular basis.

Chairperson means the Chairperson of
the Board of Directors.

Finance Board means the Federal
Housing Finance Board.

Minority means:
(1) A male person or persons classi-

fied as either an African-American, a
Native-American, a Hispanic-Amer-
ican, or an Asian-American; or

(2) A female person or persons regard-
less of ethnic or racial classification.
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Minority-owned entity means a busi-
ness that is:

(1) Owned or controlled by any com-
bination of African-Americans, Native-
Americans, Hispanic-Americans or
Asian-Americans, regardless of gender,
where such ownership or control in-
cludes the management of the daily
business operations; or

(2) Owned or controlled by female
persons, regardless of ethnic origin,
where such ownership or control in-
cludes the management of its daily
business operations.

§ 902.2 Assessments on the Banks.
(a) Assessment authority. The Finance

Board may impose a semiannual as-
sessment on the Banks in an aggregate
amount the Finance Board determines
is sufficient to provide for the payment
of its estimated expenses for the period
for which it makes such assessment.

(b) Assessment procedure. (1) At or
near the end of each fiscal year, the Fi-
nance Board shall approve an annual
budget of Finance Board expenses for
the next fiscal year. The Finance Board
shall promptly provide a copy of the
approved budget to each Bank presi-
dent.

(2) The Finance Board shall assess
the Banks semiannually in an aggre-
gate amount it determines is sufficient
to pay the expenses approved under
paragraph (b)(1) of this section. The Fi-
nance Board shall offset the amount of
the semiannual assessments it imposes
on the Banks by any amount it deter-
mines is remaining from previous semi-
annual assessments. The Finance
Board shall promptly notify each Bank
president in writing of the amount on
any assessment.

(3) Each Bank shall pay a pro rata
share of the semiannual assessments
imposed under paragraph (b)(2) of this
section. The Finance Board shall cal-
culate each Bank’s pro rata share based
on the ratio between the total paid-in
value of the Bank’s capital stock and
the aggregate total paid-in value of the
capital stock of every Bank. The Fi-
nance Board shall promptly notify each
Bank in writing of the amount of its
pro rate share of any semiannual as-
sessment.

(4) Unless otherwise instructed in
writing by the Finance Board, each

Bank shall pay to the Finance Board
its pro rata share of an assessment in
equal monthly installments during the
semiannual period covered by the as-
sessment.

[62 FR 35949, July 3, 1997]

§ 902.3 Monthly interest rate survey.
The Finance Board conducts its

Monthly Survey of Rates and Terms on
Conventional One-Family Nonfarm
Mortgage Loans in the following man-
ner:

(a) Initial survey. Each month, the Fi-
nance Board samples approximately
1,000 mortgage lenders (savings and
loan associations, savings banks, com-
mercial banks, and mortgage loan com-
panies) and asks them to report the
terms and conditions on all conven-
tional mortgages (not federally insured
or guaranteed) used to purchase single-
family homes that each such lender
closes during the last five working
days of the month. In most cases, the
information is reported electronically
in a format similar to Finance Board
Form FHFB 10–91. The data is weighted
so that the pattern of weighted re-
sponses matches the actual pattern of
mortgage originations by lender type
and by region. The Finance Board tab-
ulates the data and publishes standard
data tables late in the following
month.

(b) Adjustable-rate mortgage index. The
weighted data, tabulated and published
pursuant to paragraph (a) of this sec-
tion, is used to compile the Finance
Board’s adjustable-rate mortgage
index, entitled the ‘‘National Average
Contract Mortgage Rate for the Pur-
chase of Previously Occupied Homes by
Combined Lenders.’’ This index is the
successor to the index maintained by
the former Federal Home Loan Bank
Board and is used for determining the
movement of the interest rate on the
renegotiable-rate mortgages and on
some other adjustable-rate mortgages.

(c) Means of survey. The Finance
Board collects the data for the com-
pilation of the indices described in this
section by contract. Pursuant to such
contract, a Finance Board form, enti-
tled ‘‘Monthly Survey of Rates and
Terms on Conventional One-Family
Nonfarm Mortgage Loans’’ (FHFB
Form 10–91), is distributed to selected
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lending institutions. The data is col-
lected, compiled and processed, and the
completed survey results are forwarded
to the Housing Finance Directorate of
the Finance Board for tabulation and
distribution.

§ 902.4 Schedule of charges for agency
services.

(a) Authority. Section 9701 of title 31,
United States Code, directs govern-
ment agencies to charge a fee for any
special service provided to a selected
segment of the public that makes use
of such special service (31 U.S.C. 9701).
The Office of Management and Budg-
et’s Circular A–25 contains guidelines
for agencies to follow when promulgat-
ing regulations for such user fee
charges. This section implements that
authority.

(b) ARM Index special programming
service. (1) The Finance Board develops
and makes available special tabula-
tions of its monthly interest rate sur-
vey data for individual users, upon re-
quest.

(2) Each request for a specialized in-
terest rate survey will be made in writ-
ing to the Housing Finance Direc-
torate.

(3) The fee for such special service is
a $100 per hour for the analyist’s time,
with a minimum charge of $100, pre-
paid, to accompany the written re-
quest.

§ 902.5 Minority Contractors Outreach
Program.

(a) Scope. (1) This section establishes
the Finance Board’s Minority Contrac-
tors Outreach Program and designates
the officials responsible for implement-
ing the Program and its oversight.

(2) The Minority Contractor Out-
reach Program:

(i) Seeks to encourage the maximum
participation of minorities in all Fi-
nance Board procurement contracts for
goods or services;

(ii) Shall operate consistent with the
principle of full and open competition
and the concept of contracting for min-
imum agency needs at the lowest prac-
tical cost; and

(iii) Shall not be construed to be a
substitute means of procurement for
the Finance Board’s established proce-

dural process for the procurement of
goods or services.

(b) Responsibilities. (1) The Director of
Administration shall have general
oversight of the Minority Contractors
Outreach Program.

(2) The Chairperson shall:
(i) Appoint an Minority Contractors

Advocate, who shall—
(A) Have primary responsibility for

furthering the purposes of the Minority
Contractors Outreach Program;

(B) Be responsible for challenging
barriers to, and promoting maximum
participation by, minorities or minor-
ity-owned entities in the Finance
Board procurement process; and

(C) Develop a manual describing the
procedures by which the Finance Board
will implement the Minority Contrac-
tors Outreach Program.

(ii) Assign such Advocate only such
duties or responsibilities, with respect
to the Minority Contractors Outreach
Program, as are consistent with this
section, and shall not assign such Ad-
vocate any duties of a contracting offi-
cer or of a technical representative on
a contract.

(c) Program components. The Minority
Contractors Outreach Program proce-
dures shall include the following:

(1) Contractor File. (i) The Minority
Contractors Advocate shall compile
and maintain an ongoing file consist-
ing of minority-owned entities that are
interested in contracting with the Fi-
nance Board for goods or services
through the competitive bidding or ne-
gotiated procurement process.

(ii) The information in such file shall
list the current name and address of
each such minority-owned entity and
shall categorize each name and address
as follows:

(A) Accounting services;
(B) Building support services;
(C) Computer services;
(D) Consulting services;
(E) Legal services;
(F) Office supplies and equipment; or
(G) Other services.
(2) Solicitation. The Minority Contrac-

tors Advocate shall implement a proce-
dure for soliciting potential candidates
for the contractor file provided for in
paragraph (c)(1) of this section, by
means of any of the following:
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(i) Referrals from executive depart-
ments, agencies or instrumentalities of
the Federal Government;

(ii) Direct solicitation of selected
candidates;

(iii) Advertising by direct mail or
publications specifically directed to
minorities, or minority-owned entities;

(iv) Sponsoring Finance Board semi-
nars designed to explain the Minority
Contractors Outreach Program to mi-
nority contractors or minority-owned
entities who have the potential of con-
tracting with the Finance Board;

(v) Attendance at conventions, semi-
nars or other professional conferences
of minorities or minority-owned enti-
ties located in the greater Washington
metropolitan area.

(3) Certification. (i) No minority-
owned entity (whether solicited by the
Minority Contractors Advocate or not)
may participate in the Finance Board
procurement process as a minority-
owned entity unless certified as such
by the Chairperson, or designee.

(ii) The certification shall be by a
means and form approved by the Fi-
nance Board.

(iii) Nothing in this section shall be
deemed to prevent an non-certified mi-
nority-owned entity from participating
in the procurement process as an en-
tity not designated or deemed a minor-
ity or minority-owned entity.

(4) Promotion. (i) The Minority Con-
tractors Advocate shall maintain an
ongoing campaign of promotion of the
Minority Contractors Outreach Pro-
gram with all certified minority-owned
entities.

(ii) This campaign shall include:
(A) Ongoing dissemination of infor-

mation about the Minority Contractors
Outreach Program with certified mi-
nority-owned entities;

(B) Alerting appropriate certified mi-
nority-owned entities when the Fi-
nance Board makes a solicitation for a
bid or initiates the negotiation of a
procurement contract for goods or
services;

(C) Acting as a liaison between the
Finance Board contracting authorities
and a particular minority-owned en-
tity; and

(D) Assisting any certified minority-
owned entity to understand Finance
Board contracting procedures or other

information regarding a particular bid
or contract.

(iii) Nothing in this paragraph (c)(4)
shall authorize the Minority Contrac-
tors Advocate to represent the inter-
ests of any minority-owned entity in
any contract matter or bid before the
Finance Board.

(5) Contract award guidelines—(i) Con-
tracts not exceeding $25,000. The Finance
Board Contracting Officer shall, from
time to time, award contracts for the
procurement of goods or services, that
do not exceed $25,000 in costs, to cer-
tified minority-owned entities listed in
the contractor file provided for in para-
graph (c)(1) of this section, to the ex-
tent not inconsistent with the prin-
ciples of Federal Government procure-
ment laws. Such awards shall be made
after consultation with the Minority
Contractors Advocate.

(ii) Contracts exceeding $25,000. Con-
tracts for goods or services that exceed
$25,000 will be awarded on the basis and
consistent with the principles of the
Federal Government procurement laws.
The Finance Board Contracting Officer
and the Minority Contractors Advocate
shall work to ensure, promote and fa-
cilitate the maximum participation of
minority-owned entities in the Finance
Board’s procurement of goods or serv-
ices that exceed $25,000.

§ 902.6 Procedure for consideration of
waiver of regulatory provisions.

(a) Authority. The Finance Board re-
serves the right, in its discretion and
in connection with a particular trans-
action, to waive any provision, restric-
tion, or requirement of this chapter, or
any required submission of informa-
tion, not otherwise required by law, if
such waiver is not inconsistent with
the law and does not adversely affect
any substantial existing rights, upon a
determination by the Finance Board
that application of the provision, re-
striction, or requirement would ad-
versely affect achievement of the pur-
poses of the Federal Home Loan Bank
Act, or upon a showing of good cause.

(b) Waiver requests. Any person or en-
tity may file a written waiver request
with the Finance Board.

(1) Procedure. Any request for a waiv-
er shall be filed with the Executive
Secretary, Federal Housing Finance
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Board, 1777 F Street, N.W., Washington,
DC 20006, and, if from a Bank member
institution, with the appropriate Bank.

(2) Documentation. A waiver request
shall include the following:

(i) A detailed statement of facts, in-
cluding the provisions of this chapter
to which the request relates, the par-
ticipants in the proposed transaction,
and the reasons for the request; and

(ii) An analysis of each legal issue
raised.

[61 FR 64614, Dec. 6, 1996]

PART 904—FREEDOM OF
INFORMATION ACT REGULATION

Sec.
904.1 Definitions.
904.2 Records available to the public.
904.3 Requests for records.
904.4 Finance Board response to requests for

records.
904.5 Records not disclosed.
904.6 Disclosure of Federal Home Loan

Bank examination reports.
904.7 Records of financial regulatory agen-

cies held by the Finance Board.
904.8 Appeals.
904.9 Fees.

AUTHORITY: 5 U.S.C. 552; 52 FR 10012 (Mar.
27, 1987).

SOURCE: 63 FR 37485, July 13, 1998, unless
otherwise noted.

§ 904.1 Definitions.
For purposes of this part:
(a) Agency has the same meaning as

in 5 U.S.C. 552(f)(1).
(b) Duplication means the process of

making a copy of a record in order to
respond to a FOIA request, including
paper copies, microfilm, audio-video
materials, and computer diskettes or
other electronic copies.

(c) Finance Board means the agency
established as the Federal Housing Fi-
nance Board.

(d) Financial regulatory agency means
the Board of Governors of the Federal
Reserve System, Office of the Comp-
troller of the Currency, Federal De-
posit Insurance Corporation, Office of
Thrift Supervision, National Credit
Union Administration, Farm Credit
Administration, or a state officer,
agency, supervisor, or other entity
that has regulatory authority over, or
is empowered to institute enforcement

action against, a financial institution,
including an insurance company.

(e) FOIA means the Freedom of Infor-
mation Act, as amended (5 U.S.C. 552).

(f) Record means information or docu-
mentary material the Finance Board
maintains in any form or format, in-
cluding an electronic form or format,
which the Finance Board:

(1) Made or received under federal
law or in connection with the trans-
action of public business;

(2) Preserved or determined is appro-
priate for preservation as evidence of
Finance Board operations or activities
or because of the value the information
it contains; and

(3) Controls at the time it receives a
request.

(g) Requester means any person, in-
cluding an individual, corporation,
firm, organization, or other entity,
who makes a request to the Finance
Board under FOIA for records.

(h) Review means the process of ex-
amining a record to determine whether
all or part of the record may be with-
held, and includes redacting or other-
wise processing the record for disclo-
sure to a requester. It does not include
time spent:

(1) Resolving legal or policy issues re-
garding the application of exemptions
to a record; or

(2) At the administrative appeal
level, unless the Finance Board deter-
mines that the exemption under which
it withheld records does not apply and
the records are reviewed again to de-
termine whether a different exemption
may apply.

(i) Search means the time spent locat-
ing records responsive to a request,
manually or by electronic means, in-
cluding page-by-page or line-by-line
identification of responsive material
within a record.

(j) Secretary to the Board means the
Secretary to the Board of Directors of
the Finance Board. The address for the
Secretary to the Board is Executive
Secretariat, Office of the Managing Di-
rector, Federal Housing Finance Board,
1777 F Street NW., Washington, DC
20006.

(k) Unusual circumstances means the
need to:
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(1) Search for and collect records
from establishments that are separate
from the office processing the request;

(2) Search, review, and duplicate a
voluminous amount of separate and
distinct records in order to process a
single request; or

(3) Consult with another agency or
among two or more components of the
Finance Board that have a substantial
interest in the determination of a re-
quest.

(l) Working days do not include Satur-
days, Sundays, and legal public holi-
days.

§ 904.2 Records available to the public.

(a) General. (1) It is the policy of the
Finance Board to respond promptly to
all FOIA requests.

(2) The Finance Board may disclose
records that were previously published
or disclosed or are customarily fur-
nished to the public in the course of
the performance of official duties with-
out complying with this part. These
records include, but are not limited to,
the annual report the Finance Board
submits to Congress pursuant to sec-
tion 2B(d) of the Federal Home Loan
Bank Act (12 U.S.C. 1422b(d)), press re-
leases, Finance Board forms, and mate-
rials published in the FEDERAL REG-
ISTER.

(3) Except as provided in the Privacy
Act (5 U.S.C. 552a), the Finance Board’s
Privacy Act regulation (12 CFR part
909), or paragraph (a)(2) of this section,
the Finance Board shall not disclose
records except in accordance with the
requirements of this part.

(b) Reading room. (1) Subject to
§§ 904.5 through 904.7, the following
records shall be available for public in-
spection and copying in the Finance
Board reading room from 9:00 a.m. to
4:00 p.m. each working day:

(i) Final opinions or orders of the Fi-
nance Board in the adjudication of
cases.

(ii) A record of the final votes of each
member of the Board of Directors in
every Finance Board proceeding.

(iii) Statements of policy and inter-
pretations adopted by the Finance
Board that are not published in the
FEDERAL REGISTER.

(iv) Administrative staff manuals and
instructions to staff that affect a mem-
ber of the public.

(v) Records previously disclosed to
any requester pursuant to this part
which, because of the nature of their
subject matter, the Finance Board has
determined will likely be the subject of
subsequent requests for substantially
the same records, and a general index
thereof.

(vi) Current indices that provide
identifying information about all mat-
ters issued, adopted, or promulgated by
the Finance Board.

(vii) The report the Finance Board
submits to the Attorney General pur-
suant to 5 U.S.C. 552(e).

(2) The Finance Board shall make
each reading room record created on or
after November 1, 1996 available by
computer telecommunications or other
electronic means, such as on computer
diskettes or on the Finance Board’s
Internet Web site, found at http://
www.fhfb.gov.

(3) The Finance Board shall assess
fees for searching, reviewing, or dupli-
cating reading room records in accord-
ance with § 904.9.

§ 904.3 Requests for records.
(a) Request requirements. Requests for

access to, or copies of, Finance Board
records shall be in writing and ad-
dressed to the Secretary to the Board.
Each request shall include the follow-
ing:

(1) A description of the requested
record that provides sufficient detail to
enable the Finance Board to locate the
record with a reasonable amount of ef-
fort;

(2) The requester’s full name, mailing
address, and a telephone number where
the requester can be reached during
normal business hours;

(3) A statement that the request is
made pursuant to FOIA; and

(4) At the discretion of the requester,
a dollar limit on the fees the Finance
Board may incur to respond to the re-
quest for records. The Finance Board
shall not exceed such limit.

(b) Incomplete requests. If a request
does not meet all of the requirements
of paragraph (a) of this section, the
Secretary to the Board may advise the
requester that additional information
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is needed. If the requester submits a
corrected request, the Finance Board
shall treat the corrected request as a
new request.

§ 904.4 Finance Board response to re-
quests for records.

(a) Response deadline. Subject to
§ 904.9(f), within 20 working days of re-
ceipt of a request meeting the require-
ments of § 904.3(a) and any extensions
of time under paragraph (c) of this sec-
tion, the Secretary to the Board shall:

(1) Determine whether to grant or
deny the request in whole or in part;

(2) Notify the requester in writing of
the determination and the reasons
therefor; and

(3) Make the records, if any, available
to the requester.

(b) Denials. If the Secretary to the
Board denies the request in whole or in
part, the notice required under para-
graph (a)(2) of this section shall state
that the Secretary to the Board is the
person responsible for the denial, the
denial is not a final agency action, and
the requester may appeal the denial
under § 904.8.

(c) Extensions of time. In unusual cir-
cumstances, the Secretary to the
Board may extend the time limit in
paragraph (a) of this section for a pe-
riod not to exceed 10 working days by
notifying the requester in writing of:

(1) The reasons for the extension;
(2) The date on which a determina-

tion is expected; and
(3) The opportunity for the requester

to either limit the scope of the request
so that the Finance Board may process
it in accordance with paragraph (a) of
this section, or arrange an alternative
time frame for processing the request
or a modified request.

(d) Expedited processing. (1) The Fi-
nance Board shall process a request for
records as soon as practicable if it de-
termines that expedited processing is
appropriate or the requester dem-
onstrates a compelling need. To dem-
onstrate a compelling need, a requester
shall submit a written application cer-
tified to be true and correct to the best
of the requester’s knowledge and belief
to the Secretary to the Board. The ap-
plication shall state that:

(i) The failure to obtain the records
on an expedited basis could reasonably

be expected to pose an imminent threat
to the life or physical safety of an indi-
vidual; or

(ii) With respect to a requester who is
primarily engaged in disseminating in-
formation, such as a representative of
the news media as defined in
§ 904.9(a)(4)(iv), there is urgency to in-
form the public concerning actual or
alleged Finance Board activity.

(2) Within 10 working days of receipt
of an application for expedited process-
ing that meets the requirements of
paragraph (c)(1) of this section, the
Secretary to the Board shall determine
whether to grant or deny the applica-
tion and notify the requester in writing
of the determination.

(3) A requester may appeal the denial
of an application for expedited process-
ing by submitting a written applica-
tion stating the grounds for the appeal
to the Secretary to the Board. The Fi-
nance Board shall expeditiously deter-
mine whether to grant or deny the ap-
peal and shall notify the requester in
writing of the determination, the name
and title or position of the person re-
sponsible for the determination, and of
the provisions for judicial review of
this final action under 5 U.S.C. 552(a)
(4) and (6).

(e) Providing responsive records. The
Finance Board shall provide one copy
of a record to a requester in any form
or format requested if the record is
readily reproducible by the Finance
Board in that form or format by regu-
lar U.S. mail to the address indicated
in the request unless other arrange-
ments are made, such as taking deliv-
ery of the document at the Finance
Board. At the option of the requester
and upon the requester’s agreement to
pay fees in accordance with § 904.9, the
Finance Board shall provide copies by
facsimile transmission or other express
delivery methods.

§ 904.5 Records not disclosed.

(a) Records exempt from disclosure. Ex-
cept as otherwise provided in this part,
the Finance Board shall not disclose
records that are:

(1) Specifically authorized under cri-
teria established by an Executive order
to be kept secret in the interest of na-
tional defense or foreign policy and are
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in fact properly classified pursuant to
such Executive order.

(2) Related solely to the Finance
Board’s internal personnel rules and
practices.

(3) Specifically exempted from disclo-
sure by a statute other than FOIA if
such statute requires the record to be
withheld from the public in such a
manner as to leave no discretion on the
issue, establishes particular criteria for
withholding, or refers to particular
types of records to be withheld.

(4) Trade secrets and commercial or
financial information obtained from a
person and privileged or confidential.

(5) Inter- or intra-agency memoran-
dums or letters that would not be
available by law to a party other than
an agency in litigation with the Fi-
nance Board.

(6) Personnel, medical, or similar
files the disclosure of which would con-
stitute a clearly unwarranted invasion
of personal privacy.

(7) Compiled for law enforcement
purposes, but only to the extent that
the production of such law enforcement
records or information:

(i) Could reasonably be expected to
interfere with enforcement proceed-
ings;

(ii) Would deprive a person of a right
to a fair trial or an impartial adjudica-
tion;

(iii) Could reasonably be expected to
constitute an unwarranted invasion of
personal privacy;

(iv) Could reasonably be expected to
disclose the identity of a confidential
source, including a State, local, or for-
eign agency or authority, any private
institution, or a Federal Home Loan
Bank, which furnished information on
a confidential basis, and, in the case of
a record compiled by criminal law en-
forcement authority in the course of a
criminal investigation or by an agency
conducting a lawful national security
investigation, information furnished by
a confidential source;

(v) Would disclose techniques and
procedures for law enforcement inves-
tigations or prosecutions, or would dis-
close guidelines for law enforcement
investigations or prosecutions if such
disclosure could reasonably be ex-
pected to risk circumvention of the
law; or

(vi) Could reasonably be expected to
endanger the life or physical safety of
any individual.

(8) Contained in or related to exam-
ination, operating, or condition reports
prepared by, on behalf of, or for the use
of the Finance Board, a Federal Home
Loan Bank, or a financial regulatory
agency.

(9) Geological and geophysical infor-
mation and data, including maps, con-
cerning wells.

(b) Reasonably segregable portions. (1)
The Finance Board shall provide a re-
quester with any reasonably segregable
portion of a record after redacting the
portion that is exempt from disclosure
under paragraph (a) of this section.

(2) The Finance Board shall make a
reasonable effort to estimate the vol-
ume of redacted information and pro-
vide that information to the requester
unless providing the estimate would
harm an interest protected by the ex-
emption under which the redaction is
made.

(3) The Finance Board shall indicate
the estimated volume of redacted in-
formation on the released portion of
the record unless providing the esti-
mate would harm an interest protected
by the exemption under which the re-
daction is made. If technically feasible,
the Finance Board shall make the indi-
cation at the place in the record where
the redaction is made.

(c) Public interest. The Finance Board
may disclose records it has authority
to withhold under paragraph (a) of this
section upon a determination that dis-
closure would be in the public interest.

§ 904.6 Disclosure of Federal Home
Loan Bank examination reports.

The Finance Board may disclose an
examination, operating, or condition
report of a Federal Home Loan Bank or
a related record to a financial regu-
latory agency upon a determination
that:

(a) The person requesting the record
on behalf of the financial regulatory
agency has the authority to make such
request;

(b) The financial regulatory agency is
requesting the record for a legitimate
regulatory purpose; and

(c) The financial regulatory agency
making the request agrees that it shall
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not disclose the record pursuant to
FOIA, the agency’s regulations, or any
other authority.

§ 904.7 Records of financial regulatory
agencies held by the Finance
Board.

The Finance Board shall not disclose
an examination, operating, or condi-
tion report, or other record prepared
by, on behalf of, or for the use of a fi-
nancial regulatory agency. Upon a re-
ceipt of a request for such records, the
Finance Board shall promptly refer the
request to the appropriate agency and
notify the requester of the referral.

§ 904.8 Appeals.
(a) Procedure. (1) If the Secretary to

the Board has denied a request in
whole or in part, the requester may ap-
peal the denial by submitting a written
application to the Secretary to the
Board stating the grounds for the ap-
peal within 30 working days of the date
of the Finance Board’s determination
under § 904.4.

(2) Subject to § 904.9(f), within 20
working days of receipt of an applica-
tion for appeal meeting the require-
ments of paragraph (a)(1) of this sec-
tion and any extensions of time under
paragraph (a)(3) of this section, the Fi-
nance Board shall determine whether
to grant or deny the appeal and notify
the requester in writing of the deter-
mination, the name and title or posi-
tion of the person responsible for the
determination, and the provisions for
judicial review of this final action
under 5 U.S.C. 552(a)(4).

(3) In unusual circumstances, the
Secretary to the Board may extend the
time limit in paragraph (a)(2) of this
section for a period not to exceed 10
working days by notifying the re-
quester in writing of the reasons for
the extension and the date on which a
determination is expected.

(b) Appeal during pendency of judicial
review. If a requester files an action in
a United States district court under 5
U.S.C. 552(a)(4) concerning a request for
Finance Board records before exhaust-
ing the administrative appeals process
for that request under paragraph (a) of
this section, the Finance Board may:

(1) Initiate and process an adminis-
trative appeal; or

(2) Continue to process an adminis-
trative appeal previously filed under
paragraph (a) of this section.

§ 904.9 Fees.
(a) Fees. Except as otherwise provided

in a statute specifically providing for
setting fees for particular types of
records or in this section, the Finance
Board shall assess against each re-
quester the direct costs of responding
to a request for records.

(1) If the records are requested for a
commercial use, the direct costs are
limited to the reasonable operating
costs the Finance Board incurs to
search, review, and duplicate records.

(2) If the records are not requested
for a commercial use and the requester
is an educational institution, non-com-
mercial scientific institution, or rep-
resentative of the news media, the di-
rect costs are limited to the reasonable
operating costs the Finance Board in-
curs to duplicate records in excess of
100 pages.

(3) If neither the request nor the re-
quester is described in paragraphs (a)
(1) or (2) of this section, the direct
costs are limited to the reasonable op-
erating costs the Finance Board incurs
to search in excess of two hours and
duplicate records in excess of 100 pages.

(4) For purposes of this section, the
term:

(i) Commercial use request means a re-
quest from, or on behalf of, a person
who seeks records for a use or purpose
that furthers the commercial, trade, or
profit interests of the requester or the
person on whose behalf the request is
made.

(ii) Educational institution means a
preschool, public or private elementary
or secondary school, or institution of
undergraduate, graduate, professional,
or vocational higher education that op-
erates a program of scholarly research.

(iii) Non-commercial scientific institu-
tion means a nonprofit institution op-
erated solely for the purpose of con-
ducting scientific research the results
of which are not intended to promote
any particular product or industry.

(iv) Representative of the news media
means a requester who is actively
gathering information that is about
current events or would be of current
interest to the public for an entity that
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is organized and operated to publish or
broadcast news to the public.

(b) Fees when no records are provided.
The Finance Board may assess a fee for
the direct costs of searching for a re-
quested record the Finance Board can-
not locate or if located, determines to
be exempt from disclosure under § 904.5.

(c) Interest. The Finance Board may
assess interest at the rate prescribed in
31 U.S.C. 3717 on any unpaid fees begin-
ning 31 days after the earlier of the
date of the Finance Board’s determina-
tion under § 904.4 or the date a fee
statement is mailed to a requester. In-
terest shall accrue from such date.

(d) Exceptions. Notwithstanding para-
graphs (a) or (b) of this section, the Fi-
nance Board may determine not to as-
sess a fee or to reduce a fee if:

(1) The routine cost of collecting and
processing the fee is likely to equal or
exceed the amount of the fee.

(2) The fee is equal to or less than 10
dollars.

(3) Disclosure of the record is in the
public interest because it is likely to
contribute significantly to public un-
derstanding of the operations or activi-
ties of the government and is not pri-
marily in the commercial interest of
the requester.

(i) A requester may apply in writing
to the Secretary to the Board for a
waiver of fees under this paragraph
(b)(3). A fee waiver request shall in-
clude the following:

(A) The requester’s interest in and
proposed use of the record;

(B) Whether the requester will derive
income or other benefit from the
record;

(C) An explanation of how the public
will benefit from disclosure, including
the requester’s ability and intention to
disseminate the information to the
public; and

(D) The requester’s expertise in the
subject area of the record.

(ii) In determining whether disclo-
sure of a record is in the public inter-
est, the Finance Board shall consider
whether the record:

(A) Concerns identifiable operations
or activities of the Finance Board;

(B) Is meaningfully informative in
relation to the subject matter of the
request;

(C) Contributes to an understanding
of the subject matter by the public at
large, and the significance of that con-
tribution; and

(D) Furthers, or is primarily in, the
requester’s commercial interest.

(e) Aggregating requests. If the Fi-
nance Board reasonably believes that a
requester or a group of requesters act-
ing in concert is attempting to break a
request down into a series of requests
for the purpose of evading the assess-
ment of fees, it may aggregate such re-
quests and assess fees in accordance
with this section.

(f) Collecting fees. (1) The Finance
Board shall deem any request for Fi-
nance Board records as an agreement
by the requester to pay fees and inter-
est assessed in accordance with this
section.

(2) To pay fees and interest assessed
under this section, a requester shall de-
liver to the Secretary to the Board a
check or money order made payable to
the ‘‘Federal Housing Finance Board.’’

(3) Prior to disclosing any record, the
Finance Board may require a requester
to agree in writing to pay actual fees
and interest incurred in accordance
with this section if the estimated fee
will likely exceed $25 but not $250.

(4) The Finance Board may require a
requester to pay an estimated fee in
advance if:

(i) The Secretary to the Board deter-
mines that the fee will likely exceed
$250; or

(ii) The requester has previously
failed to pay a fee assessed under this
section within 30 days of the earlier of
the date of the Finance Board’s deter-
mination under § 904.4 or the date a fee
statement was mailed to a requester.

(5) The Finance Board shall promptly
refund to a requester any estimated ad-
vance fee paid under paragraph (f)(4) of
this section that exceeds the actual
fee. The Finance Board shall assess the
requester for the amount by which the
actual fee exceeds the estimated ad-
vance fee payment.

(g) Fee schedule. The Finance Board
shall assess fees in accordance with the
following schedule:
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Search:
Manual: Supervisory/Professional Staff ............................................ $34.00 per hour.
Manual: Clerical Staff ....................................................................... $17.00 per hour.
Computer: Operator ........................................................................... $34.00 per hour.
Computer output (PC) ....................................................................... actual cost.
Diskettes (31⁄2 × 51⁄4) ........................................................................... $5.00 per diskette.
Review ............................................................................................... $34.00 per hour.

Duplication:
Photocopy ......................................................................................... $.10 per page.
Computer generated .......................................................................... $.76 per 1000 lines.
Copy of microfiche ............................................................................ $.30 per page.
Transcription of audio tape ............................................................... $4.50 per page.
Certification, seal and attestation by the Secretary to the Board ... $5.00 per document.

Delivery:
Facsimile transmission (long distance) ............................................ Long distance

charges plus $.25
per page.

Facsimile transmission (local) .......................................................... $.25 per call plus
$.25 per page.

Express delivery service .................................................................... Actual cost.

PART 906—INFORMATION RE-
GARDING MEETINGS OF THE
BOARD OF DIRECTORS OF THE
FEDERAL HOUSING FINANCE
BOARD

Sec.
906.1 Purpose and scope.
906.2 Definitions.
906.3 Open meetings.
906.4 Closed meetings.
906.5 Procedures for closing meetings.
906.6 Notice of meetings.

AUTHORITY: 5 U.S.C. 552b.

SOURCE: 58 FR 19202, Apr. 13, 1993, unless
otherwise noted.

§ 906.1 Purpose and scope.

(a) This part is issued by the Federal
Housing Finance Board pursuant to the
Government in the Sunshine Act (5
U.S.C. 552b), that requires Federal
agencies, headed by collegial bodies, to
promulgate regulations to implement
its provisions. The purpose of these
regulations is to provide the public
with access to information regarding
the decisionmaking processes of the
Board of Directors of the Finance
Board, while protecting the privacy
rights of individuals and the ability of
the Board of Directors to carry out its
responsibilities.

(b) The Board of Directors shall not
jointly conduct or dispose of official
Finance Board business other than in
accordance with this part.

§ 906.2 Definitions.

For the purpose of this part:
Board of Director or Director means a

member of the Board of Directors.
Board of Directors means the five

member governing Board of Directors
of the Federal Housing Finance Board.

Chairperson means the Chairperson of
the Board of Directors and includes the
Acting Chairperson.

Executive Secretary means the Execu-
tive Secretary to the Board of Direc-
tors, and includes the Acting Secretary
in the event the Executive Secretary
position is vacant.

FHLBank means a Federal Home
Loan Bank.

Finance Board means the Federal
Housing Finance Board.

Meeting means any deliberations of
three or more Directors of the Board of
Directors, that determines or results in
the joint conduct or disposition of offi-
cial Finance Board business, but does
not include:

(1) Discussions to determine whether
meetings will be open or closed or
whether information pertaining to
closed meetings will be disclosed;

(2) Discussions to determine whether
to schedule a meeting with less than
seven days notice, or to change the
time, place or subject matter of a
scheduled meeting; and

(3) Disposition of Finance Board busi-
ness by circulation of written mate-
rials on proposed actions to individual

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00599 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



604

12 CFR Ch. IX (1–1–99 Edition) § 906.3

Directors for proposed actions, and no-
tational voting by the individual Direc-
tors on such proposed actions.

Public observation means the right of
the general public to attend open meet-
ings of the Board of Directors, but does
not include the right to participate
therein unless invited to do so by the
Chairperson.

Sunshine Act means the Government
in the Sunshine Act.

§ 906.3 Open meetings.
(a) Except as provided in § 906.4, every

portion of every meeting of the Board
of Directors shall be open to public ob-
servation.

(b) Unless otherwise specified in the
public notice, open meetings of the
Board of Directors shall be held in the
Board Room of the Finance Board at
1777 F Street, NW., Washington, DC, at
the time specified in the public notice.

§ 906.4 Closed meetings.
(a) The Board of Directors may close

a meeting, or portion thereof, to public
observation, or withhold information
from the public pertaining to a meet-
ing, when it determines that opening
the meeting, or a portion thereof, or
the public disclosure of information
pertaining to such meeting, or portion
thereof, is likely to:

(1) Disclose matters that are:
(i) Specifically authorized under cri-

teria established by an Executive Order
to be kept secret in the interests of na-
tional defense or foreign policy; and

(ii) Are, in fact, properly classified
pursuant to such Executive Order;

(2) Relate solely to the internal per-
sonnel rules and practices of the Fi-
nance Board;

(3) Disclose matters specifically ex-
empt from disclosure by statute (other
than the Freedom of Information Act
(5 U.S.C. 552)), Provided that such stat-
ute:

(i) Requires that the matters be with-
held from the public in such a manner
as to leave no discretion on the issue;
or

(ii) Establishes particular criteria for
withholding matters from the public or
refers to particular types of matters to
be withheld;

(4) Disclose trade secrets or commer-
cial or financial information that is ob-

tained from a person and is privileged
or confidential;

(5) Involve accusing any person of a
crime, or formally censuring any per-
son;

(6) Disclose information of a personal
nature where disclosure would con-
stitute a clearly unwarranted invasion
of personal privacy;

(7) Disclose investigatory records
compiled for law enforcement purposes,
or information which if written would
be contained in such records, but only
to the extent that the production of
such records or information would:

(i) Interfere with enforcement pro-
ceedings;

(ii) Deprive a person of a right to a
fair trial or an impartial adjudication;

(iii) Constitute an unwarranted inva-
sion of personal privacy;

(iv) Disclose the identity of a con-
fidential source and, in the case of a
record compiled by a criminal law en-
forcement authority in the course of a
criminal investigation or by an agency
conducting a lawful national security
intelligence investigation, confidential
information furnished only by the con-
fidential source;

(v) Disclose investigative techniques
and procedures; or

(vi) Endanger the life or physical
safety of law enforcement personnel;

(8) Disclose information contained in
or related to examination, operating,
or condition reports prepared by, on be-
half of, or for the use of the Finance
Board or another agency responsible
for the regulation or supervision of
FHLBanks or other financial institu-
tions.

(9) Disclose information the pre-
mature disclosure of which would be
likely to:

(i) (A) Lead to significant financial
speculation in currencies, securities, or
commodities;

(B) Significantly endanger the stabil-
ity of any of the FHLBanks or any
other financial institution; or

(ii) Significantly frustrate implemen-
tation of a proposed Finance Board ac-
tion, except that this paragraph shall
not apply in any instance where the Fi-
nance Board has already disclosed to
the public the content or nature of its
proposed action, or where the Finance
Board is required by law to make such
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disclosure on its own initiative prior to
taking final action on such proposal; or

(10) Specifically concern the issuance
of a subpoena by the Board of Direc-
tors, or the Finance Board’s participa-
tion in a civil action or proceeding, an
action in a foreign court or inter-
national tribunal, or an arbitration, or
the initiation, conduct or disposition of
a particular case of formal adjudica-
tion pursuant to the procedures in 5
U.S.C. 554 or otherwise involving a de-
termination on the record after oppor-
tunity for a hearing.

(b) A meeting or portions of a meet-
ing shall not be closed nor information
withheld pursuant to paragraph (a) of
this section if the Board of Directors
finds that the public interest requires
otherwise.

§ 906.5 Procedures for closing meet-
ings.

(a) Regular procedures. (1) Except as
provided in paragraph (b) of this sec-
tion, a meeting of the Board of Direc-
tors, or portion thereof, will be closed
to public observation, and information
pertaining to such meeting, or portion
thereof, will be withheld from the pub-
lic, when a majority of the Board of Di-
rectors determines by recorded vote
that such meeting, or portion thereof,
or the withholding of information
qualifies for exemption under § 906.4,
and the Board of Directors does not
find that the public interest requires
otherwise.

(2) Except as provided in paragraph
(a)(3) of this section, a separate vote of
the Board Directors will be taken with
respect to the closing or the withhold-
ing of information as to each meeting
or portion thereof that is proposed to
be closed to public observation, or with
respect to information that is proposed
to be withheld pursuant to paragraph
(a) of this section.

(3) A single vote may be taken with
respect to a series of meetings, a por-
tion or portions of which are proposed
to be closed to public observation, or
with respect to any information con-
cerning such series of meetings pro-
posed to be withheld, so long as each
meeting in such series involves the
same particular matters and is sched-
uled to be held no more than thirty

days after the initial meeting in such
series.

(4) The vote of each Board Director
taken pursuant to paragraph (a) of this
section shall be recorded, and no prox-
ies shall be allowed.

(5) Whenever any person’s interests
may be directly affected by any portion
of a meeting for any of the reasons re-
ferred to in paragraphs (a) (5), (6), or (7)
of § 906.4, such person may send a writ-
ten request to the Executive Secretary
asking that such portion of the meet-
ing be closed to public observation. The
Executive Secretary will transmit the
request to each Board Director, and
upon the request of a Director, a re-
corded vote will be taken of the Board
of Directors whether to close the meet-
ing to public observation.

(6)(i) Within one day of any vote
taken pursuant to paragraph (a) of this
section, the Finance Board will make
publicly available through the Execu-
tive Secretary a written copy of such
vote reflecting the vote of each Board
Director.

(ii) If a meeting or portion thereof is
to be closed to public observation, the
Finance Board within one day of the
vote taken pursuant to paragraph (a) of
this section will make publicly avail-
able through the Executive Secretary a
full, written explanation of its action
closing the meeting, or portion thereof,
together with a list of all persons ex-
pected to attend the meeting and their
affiliation, except to the extent such
information is determined by the
Board to be exempt from disclosure
under paragraph (a) of § 906.4.

(7) Any person may request in writ-
ing to the Executive Secretary that an
announced closed meeting, or portion
thereof, be open to public observation.
The Executive Secretary will transmit
the request to each Board Director, and
upon the request of a Director, a re-
corded vote will be taken of the Board
of Directors on whether to open the
meeting to public observation.

(b) Expedited procedures. (1) Since a
majority of the meetings, of the Board
of Directors may be closed pursuant to
paragraphs (a) (4), (8), (9)(i) or (10) of
§ 906.4, 5 U.S.C. 552b(d)(4) allows the Fi-
nance Board to use expedited proce-
dures in closing such meetings. The fol-
lowing are examples of meetings of the
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Board of Directors, or portions thereof,
that may be closed to the public under
these expedited procedures: sale of
FHLBank consolidated bonds or notes,
and review of examination, operating
or condition reports of FHLBanks.

(2) A decision to close a meeting, or
portion thereof, under paragraph (b) of
this section shall be made at the begin-
ning of the meeting, or portion thereof,
by majority vote of the Directors.

(3)(i) The Finance Board shall main-
tain a record of each of the votes taken
by its Board of Directors to close a
meeting, or portion thereof, or to with-
hold public access to information
thereof, under paragraph (b) of this sec-
tion.

(ii) A copy of such record, reflecting
the vote of each Board Director on the
question of closing a meeting, or por-
tion thereof, or withhholding public ac-
cess to information thereof, under this
paragraph (b) of this section, shall be
made available to any member of the
public upon request to the Executive
Secretary.

(4) Public announcement of the time,
place and subject matter of meetings,
or portions thereof, closed under this
paragraph (b) of this section shall be
made at the earliest practical time.

(c) Records of closed proceedings—(1)
Transcripts or electronic recording. Ex-
cept as provided in paragraph (c)(2) of
this section, the Finance Board shall
make and maintain a complete tran-
script or verbatim electronic recording
of the proceedings at each meeting, or
portion thereof, closed to public obser-
vation under paragraph (a) or (b) of
this section.

(2) Minutes. The Finance Board may
make and maintain a set of complete
minutes, in lieu of such transcript or
electronic recording, with respect to
meetings, or portions thereof, closed or
information withheld under paragraphs
(a) (8), (9)(i) or (10) of § 906.4. Such set of
minutes shall fully and clearly describe
all matters discussed and provide a full
and accurate summary of any action
taken, and the reasons therefor, includ-
ing a description of each of the views
expressed on any item and the record
of any roll call vote (reflecting the
vote of each Board Director on the
question). All documents considered in

connection with any action shall be
identified in such set of minutes.

(3) Availability of Records. (i) The
transcript, electronic recording or set
of minutes of an item discussed, or of
testimony received, at a meeting, shall
be made available promptly to the pub-
lic through the Executive Secretary ex-
cept in cases where the Board of Direc-
tors determines that the item or testi-
mony contains information which may
be withheld under § 906.4(a).

(ii) Copies of such transcript, elec-
tronic recording or set of minutes, dis-
closing the identity of each speaker,
shall be furnished to any person at the
actual cost of duplication or tran-
scription.

(iii) The Finance Board shall main-
tain a complete copy of the transcript,
verbatim electronic recording or com-
plete set of minutes of each meeting, or
portion thereof closed to the public, for
at least two years after such meeting,
or until one year after the conclusion
of any proceeding of the Board of Di-
rectors with respect to which the meet-
ing or portion thereof was held, which-
ever occurs later.

(d) Legal certification for closing meet-
ing. (1) For every meeting, or portion
thereof, of the Board of Directors
closed pursuant to paragraphs (a) or (b)
of this section, the General Counsel (or
in the General Counsel’s absence or in-
capacity the senior legal officer avail-
able) shall publicly certify that the
meeting or portion thereof may be
closed to the public pursuant to the
Sunshine Act and this part, and specifi-
cally state the relevant exemption in
support thereof.

(2) A copy of the certification, to-
gether with a statement from the
Chairperson or, when appropriate, the
Acting Chairperson or designee, setting
forth the time and place of the meeting
and the persons present, shall be re-
tained in the permanent files of the Fi-
nance Board.

§ 906.6 Notice of meetings.
(a) Scope of notice. (1) Except as pro-

vided in paragraph (a) of § 906.4 that
such information is determined to be
exempt from disclosure, each open
meeting of the Board of Directors, or
each meeting closed under the regular
procedures in paragraph (a) of § 906.5,

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00602 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



607

Federal Housing Finance Board § 909.1

will be preceded by public notice as de-
scribed in this section.

(2) The notices for meetings of the
Board of Directors closed under the ex-
pedited procedures pursuant to para-
graph (b) of § 906.5 will be made in ac-
cordance with § 906.5(b)(4).

(b) Content of notice. A notice of an
open meeting or a meeting closed
under the regular procedures in para-
graph (a) of § 906.5 will state the time,
place, and subject matter of the meet-
ing, whether it is to be open or closed
to the public, and the name and tele-
phone number of the Executive Sec-
retary for information about the meet-
ing. Each such notice shall be posted in
the lobby of the Finance Board offices,
and may be made available in addition
by other means or at other locations as
deemed desirable. Immediately fol-
lowing the posting of each such notice,
the Finance Board will publish the no-
tice in the FEDERAL REGISTER.

(c) Time—(1) Seven days notice. Except
as provided in paragraph (c)(2) of this
section, a public notice of open meet-
ings or meetings closed under para-
graph (a) of § 906.5 will be made at least
seven days in advance of each meeting.

(2) Less than seven days notice. When a
majority of the Board of Directors de-
termine by recorded vote that Finance
Board business requires a meeting to
be called at any earlier date, the seven-
day prior notice rule may be suspended
and notice shall be made at the earliest
practicable time.

(d) Amendment of notice—(1) Time and
place. A change in the time or place of
a meeting following public notice may
be made only if announced at the ear-
liest practicable time.

(2) Subject matter. A change in the
subject matter of a meeting or a re-de-
termination to open or close a meeting,
or portions thereof, may be made, after
public notice, only if:

(i) At least a majority of the Board
Directors determines by recorded vote
that Finance Board business so re-
quires and that no earlier notice of the
change was possible; and

(ii) The Finance Board publicly an-
nounces the change and the vote of
each Board Director by posting a no-
tice thereof in the lobby of the Finance
Board offices at the earliest prac-
ticable time.

(3) Timing of amendment. A public an-
nouncement of a change in either the
time, place or subject matter of a
meeting may be made after the com-
mencement of the meeting affected.

(4) Publication of amendment. Each
change to a notice of a meeting will be
published in the FEDERAL REGISTER,
following the Finance Board’s public
announcement of the change.

PART 908—INFORMATION COLLEC-
TION REQUIREMENTS UNDER THE
PAPERWORK REDUCTION ACT
[RESERVED]

PART 909—PRIVACY ACT
PROCEDURES

Sec.
909.1 General.
909.2 Definitions.
909.3 Procedures for requesting individual

records in a system of records; appeal of
denials.

909.4 Time, place and identification require-
ments for requests.

909.5 Disclosure of requested records.
909.6 Procedures for requesting amendment

to a record in a system of records; appeal
of denials.

909.7 Fees.
909.8 Penalties.
909.9 Exemptions.

AUTHORITY: 5 U.S.C. 552a.

SOURCE: 58 FR 19205, Apr. 13, 1993, unless
otherwise noted.

§ 909.1 General.

(a) Purpose. This part implements the
provisions of the Privacy Act, 5 U.S.C.
552a, which require each executive
agency to promulgate regulations for
the protection of the privacy of indi-
viduals on whom the agency maintains
information that is retrieved by ref-
erence to an individual’s name or an
identifying particular assigned to the
individual.

(b) Scope. These regulations establish
procedures by which: an individual
may seek access under the Privacy Act
to records pertaining to him or her,
may request correction or amendment
of such records, or may seek an ac-
counting of disclosures of such records
maintained by the agency.
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§ 909.2 Definitions.

As used in this part:
(a) Amendment means any correction,

addition or deletion of information
contained in a record, as defined in
paragraph (g) of this section.

(b) Board of Directors means the five
member governing Board of Directors
of the Federal Housing Finance Board.

(c) Business days means all days ex-
cept Saturdays, Sundays, or Federal
Government holidays.

(d) Finance Board means the Federal
Housing Finance Board.

(e) Individual means a natural person
who is either a citizen of the United
States of America or an alien lawfully
admitted to the United States for per-
manent residence. The term includes
the parent(s) having custody of any
minor or the legal guardian of any in-
dividual who has been declared to be
incompetent due to physical or mental
incapacity or age by a court of com-
petent jurisdiction.

(f) Maintain means to keep or hold
and preserve in an existing state, and
includes the terms ‘‘collect,’’ ‘‘use,’’
‘‘disseminate’’ and ‘‘control.’’

(g) Record means any item, collec-
tion, or grouping of information about
an individual that is maintained by the
Finance Board within a system of
records, and that contains such indi-
vidual’s name, or identifying number,
symbol, or other identifying particular
assigned to the individual, including a
fingerprint, voice print or photograph.

(h) Records systems manager means the
employee responsible for maintaining a
designated system of records at the Fi-
nance Board, as such official or em-
ployee may be identified through pub-
lic notice in the FEDERAL REGISTER
from time to time by the Finance
Board entitled: ‘‘Privacy Act of 1974:
Systems of Records.’’

(i) Routine use means the use of a
record for a purpose compatible with
the purpose for which it was originally
created.

(j) System of records means a group of
records maintained or controlled by
the Finance Board from which informa-
tion is or may be retrieved by the name
of an individual or some identifying
number, symbol or other identifying
particular assigned to the individual.

(k) Designated system of records means
a system of records, as defined in para-
graph (j) of this section, that has been
listed in the FEDERAL REGISTER as re-
quired by 5 U.S.C. 552a(e).

§ 909.3 Procedures for requesting indi-
vidual records in a system of
records; appeal of denials.

(a) Current or former employees. Any
current or former Finance Board em-
ployee seeking access to such employ-
ee’s official personnel record main-
tained by the Finance Board shall sub-
mit a request to the Finance Board in
the manner prescribed by regulations
of the Office of Personnel Management,
at title 5, Code of Federal Regulations.

(b) Other requests. Other requests for
access to a record that contains infor-
mation on the requesting individual
and is maintained in a Finance Board
designated system of records shall be
writing, shall contain a reasonable,
succinct description of the record
sought, and shall identify the particu-
lar designated system of records in
which the record may be maintained,
as identified in a notice published by
the Finance Board from time to time
in the FEDERAL REGISTER.

(c) Accounting for previous disclosures.
An individual may use the procedures
of this section to request an account-
ing from the Finance Board of previous
disclosures of records pertaining to
such individual in a designated system
of records, pursuant to the Privacy
Act, 5 U.S.C. 552a(c).

(d) Medical records procedures. Infor-
mation on an individual contained in
medical records will be disclosed to a
requesting individual in accordance
with the procedures in paragraph (b) of
this section and the requirements of
this part, except, if in the judgment of
the Finance Board the disclosure of
such information could have an adverse
effect on the individual, the Finance
Board may withhold such information
from the individual and transmit it to
a licensed medical physician named by
the requesting individual.

(e) Response policy. The Finance
Board will acknowledge, or substan-
tially respond to if practicable, a re-
quest made under this section within
ten (10) business days of its receipt.
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(f) Initial review. (1) The Executive
Secretary will make the initial deter-
mination whether to grant or deny a
request for records under this part,
after consultation with the systems
manager of the appropriate designated
system of records.

(2) The Executive Secretary will no-
tify the requesting individual whether
the Finance Board:

(i) Has the requested record in a Fi-
nance Board designated system of
records; and

(ii) Will release the requested record
or not.

(3) If the request is denied, the Exec-
utive Secretary will inform the re-
questing individual of the reasons for
nondisclosure, and describe the individ-
ual’s right to appeal the determina-
tion.

(g) Appeal process. (1) An individual
who has been denied a request made
pursuant to paragraph (b) of this sec-
tion, may appeal to the Board of Direc-
tors, or designee, within 30 business
days of being notified of the denial pur-
suant to paragraph (f) of this section.

(2) The appeal shall be in writing,
shall be mailed or delivered to the Ex-
ecutive Secretary, and shall give the
reasons why the initial determination
should be overturned.

(3) The Board of Directors, or such of-
ficial designated by the Board of Direc-
tors, shall decide on the appeal within
30 business days following receipt of
the appeal by the Executive Secretary.
The Board of Directors or designated
official may extend the time period for
good cause, after giving notice, and
reason therefor, to the individual mak-
ing the appeal.

(4) If a decision is made to affirm the
initial denial of a request for a record
by an individual, the Board of Direc-
tors or designated official shall notify
the individual making the appeal of
the decision and the reason therefor,
and shall inform the individual of the
right of judicial review of the appeal.

§ 909.4 Time, place and identification
requirements for requests.

(a) Time. An individual may hand de-
liver a written request for access to or
amendment of records, made under
§ 909.3(b) or § 909.6 of this part, to the
Finance Board on any business day, be-

tween the hours of 8:30 a.m. and 5:30
p.m.

(b) Place. All written requests for ac-
cess to or amendment of records shall
be mailed or hand delivered to the Ex-
ecutive Secretary, Federal Housing Fi-
nance Board, 1777 F Street, NW., Wash-
ington, DC 20006.

(c) Identification—(1) Mailed requests.
All requests for access to or amend-
ment of records that are mailed to the
Finance Board shall be signed by the
individual who is the subject of the re-
quested record and who is making the
request. The validity of each such sig-
nature shall be attested to by a notary
public.

(2) Hand delivered requests. All re-
quests for access to or amendment of
records that are hand delivered to the
Finance Board by the requesting indi-
vidual shall be authenticated as to the
identity of the requesting individual by
two forms of identification with photo-
graphs, or by one such form of identi-
fication and a properly authenticated
birth certificate.

§ 909.5 Disclosure of requested record.

(a) Requesting individual. Except to
the extent that records pertaining to
an individual are exempt from disclo-
sure under § 909.9 of this part, or were
compiled in reasonable anticipation of
a civil action or proceedings, the Fi-
nance Board will make such records
available upon request, pursuant to
§ 909.3 of this part in either of the fol-
lowing methods, at the option of the
requesting individual:

(1) By mailing a copy of the record to
the address of the requesting individ-
ual; or

(2) By making the record available
for inspection and copying by the re-
questing individual, as soon as prac-
ticable, at the offices of the Executive
Secretary on regular business days,
from 9:30 a.m. until 4:30 p.m. The re-
questing individual may choose to be
accompanied by another person during
the inspection and copying by submit-
ting a signed statement authorizing
the presence of such person.

(b) Other individuals. (1) The Finance
Board will disclose a record to a person
or entity other than the requesting in-
dividual, in the manner provided by
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paragraph (a) of this section, only
when the Finance Board:

(i) Receives a copy of a written au-
thorization for disclosure to such per-
son or entity signed by the requesting
individual and attested to by a notary
public; and

(ii) Receives adequate identification
from such person or entity.

(2) The restrictions contained in
paragraph (b)(1) of this section on dis-
closure of a record shall not apply to:

(i) A disclosure to Finance Board of-
ficers or employees who have a need for
the record in the performance of their
duties;

(ii) A disclosure otherwise required
by the Freedom of Information Act (5
U.S.C. 552);

(iii) A routine use listed with respect
to a designated system of records;

(iv) A disclosure to the Bureau of the
Census for purposes of planning or car-
rying out a census or survey or related
activity pursuant to the provisions of
title 13 of the United States Code;

(v) A disclosure to a recipient who
has provided the Finance Board with
advance written assurance that the
record will be used solely as a statis-
tical research or reporting record, and
that the record is to be transferred in a
form that is not individually identifi-
able;

(vi) A disclosure to the National Ar-
chives and Records Administration as a
record with sufficient historical or
other value to warrant its continued
preservation by the Federal Govern-
ment or for evaluation by the Archivist
of the United States to determine
whether it has such value.

(vii) A disclosure to another agency
or to an instrumentality of any govern-
ment jurisdiction within or under the
control of the United States for civil or
criminal law enforcement activity au-
thorized by law if the head of such
agency or instrumentality has made a
written request to the Finance Board
specifying the particular record re-
quested and the law enforcement activ-
ity for which it is sought;

(viii) A disclosure to any person pur-
suant to a showing of compelling cir-
cumstances affecting the health and
safety of an individual if notification
of the disclosure is transmitted to the
last known address of the individual

who is the subject of the disclosed
record;

(ix) A disclosure to a joint committee
of Congress, or any subcommittee
thereof, or to either House of Congress,
or to any committee or joint commit-
tee, or subcommittee thereof, but only
to the extent of matter within such
joint committee’s, committee’s or sub-
committee’s jurisdiction;

(x) A disclosure to the Comptroller
General, or authorized representative,
made in the course of performing the
duties of the General Accounting Of-
fice.

(xi) Pursuant to the order of a court
of competent jurisdiction; or

(xii) To a consumer reporting agency
in accordance with 31 U.S.C. 3711(f).

(c) The Finance Board, with respect
to each system of records under its
control shall:

(1) Except for disclosures made under
paragraphs (b)(1) or (b)(2) of this sec-
tion, keep an accurate accounting of:

(i) The date, nature, and purpose of
each disclosure of a record to any per-
son or to another agency made under
paragraph (b) of this section; and

(ii) The name and address of the per-
son or agency to whom the disclosure
is made;

(2) Retain the accounting made under
paragraph (c)(1) of this section for at
least five years or the life of the
record, whichever is longer, after the
disclosure for which the accounting is
made; and

(3) Except for disclosures made under
paragraph (b)(2)(vii) of this section,
make the accounting made under para-
graph (c)(1) of this section available to
the individual named in the record at
his or her request.

(4) When a record has been amended
or corrected or when a statement of
disagreement has been filed, the Fi-
nance Board will advise all prior recipi-
ents of the affected record whose iden-
tities may be determined pursuant to
the disclosure accountings required by
the Privacy Act or any other account-
ing previously made, of the amendment
or correction or the filing of the state-
ment of disagreement. Any disclosure
of disputed information occurring after
a statement of disagreement has been
filed will clearly identify the specific
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information disputed and be accom-
panied by a copy of the statement of
disagreement and a copy of the state-
ment of explanation, if any, as set
forth in § 909.6 of this part.

§ 909.6 Procedures for requesting
amendment to a record in a system
of records; appeal of denials.

(a) Scope. This section applies only to
amendment of records on an individual
maintained in a Finance Board system
of records used in making a determina-
tion about such individual.

(b) Individual request. (1) Any individ-
ual may request the Finance Board to
amend any portion of a record in a des-
ignated system of records pertaining to
that individual, where such portion of
the record is not accurate, relevant,
timely or complete.

(2) A request to amend a record pur-
suant to this section shall be in writ-
ing, shall identify the particular des-
ignated system of records containing
the record which the individual re-
quests to amend and the portion of
that record to be amended, and shall
describe the reasons for the requested
amendment.

(c) Prior proceeding. Nothing in this
section shall permit a collateral attack
upon any matter decided in a prior ju-
dicial, quasi-judicial or other proceed-
ing.

(d) Response policy. The Finance
Board shall acknowledge, or substan-
tially reply to, if practicable, a request
for amendment of records under this
section.

(e) Initial review. (1) The Executive
Secretary shall acknowledge all re-
quests by individuals for amendment of
records. The Executive Secretary shall
refer all requests to the appropriate
systems manager of the designated sys-
tem of records containing the record to
be reviewed, for disposition of the re-
quest within 10 business days of the re-
ferral. The systems manager shall
promptly review the request and re-
view the record for accuracy, rel-
evance, timeliness, completeness or ne-
cessity.

(2) The systems manager will
promptly provide to the Executive Sec-
retary a recommendation whether the
record should be amended and shall

state any reasons for denying the re-
quest in any part.

(3) The Executive Secretary will
promptly notify the requesting individ-
ual of his decision and reasons for any
denial, and describe the individual’s
right to appeal any denial.

(f) Appeal process. (1) An individual
who has been denied a request made
pursuant to this section may appeal to
the Board of Directors, or an official
designated by the Board of Directors,
within 30 business days of being noti-
fied of the denial pursuant to para-
graph (e)(3) of this section.

(2) The appeal shall be in writing,
shall be mailed to the Executive Sec-
retary, and shall give the reasons why
the initial determination should be
overturned.

(3) The Board of Directors, or des-
ignated official, shall decide the appeal
within 30 business days of its receipt by
the Executive Secretary. The Board of
Directors or designated official may
extend the 30 day limit for good cause,
after giving notice, and the reasons
therefor, to the individual making the
appeal.

(4) If a decision is made to affirm the
initial denial of a request for a record
by an individual, the Board of Direc-
tors or designated official shall notify
the individual making the appeal of
the decision and the reason therefor,
and shall inform the individual of the
right of judicial review of the appeal.

(g) Statements. (1) Within 30 business
days after being denied an appeal pur-
suant to paragraph (f) of this section,
an individual may submit a concise
written statement of disagreement set-
ting forth the individual’s reasons for
disagreeing with the Finance Board’s
refusal to amend the record.

(2) Such statement shall be provided
to persons or other agencies or entities
to whom the record is disclosed.

(3) The Finance Board may, if deemed
appropriate, prepare a concise state-
ment of explanation of the reason(s)
why the requested amendment or cor-
rection was not made. Any statement
of explanation will be included in the
system of records in the same manner
as the statement of disagreement. A
copy of the statement of explanation
and of the notation of the dispute as
marked on the original record will be
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provided to the individual who re-
quested correction or amendment of
the record.

§ 909.7 Fees.
The Finance Board, upon a request

for records disclosable pursuant to
these regulations, shall charge a fee of
$0.10 per page for duplicating, unless:

(a) The Finance Board determines
that it shall grant access to the record
only by making a copy thereof;

(b) The total fee will not exceed $2.00;
or

(c) The Finance Board determines, in
its sole discretion, that a reduction or
waiver of the fees is warranted for good
cause.

§ 909.8 Penalties.
Subsection (i)(3) of the Privacy Act

of 1974 (5 U.S.C. 552a(i)(3)) imposes
criminal penalties for obtaining Fi-
nance Board records on individuals
under false pretenses. It provides as
follows:

Any person who knowingly and willfully re-
quests or obtains any record concerning an
individual from an agency under false pre-
tense shall be guilty of a misdemeanor and
fined not more than $5,000.00.

§ 909.9 Exemptions.
The following information is exempt

from disclosure:
(a) The Office of Inspector General

Investigative Files system of records is
exempt from all sections of the Privacy
Act (5 U.S.C. 552a) except the following:
(b) relating to conditions of disclosure;
(c) (1) and (2) relating to keeping and
maintaining a disclosure accounting;
(e)(4) (A) through (F) relating to pub-
lishing a system notice setting forth
name, location, categories of individ-
uals and records, routing uses and poli-
cies regarding storage, retrievability,
access controls, retention and disposal
of the records; (e) (6), (7), (9), (10) and
(11) relating to dissemination and
maintenance of records, and relating to
criminal penalties. This system of
records is also exempt from §§ 909.3,
909.4, 909.5 (a) and (c) (3) and (4), and
909.6 of this part. This exemption ap-
plies to those records and information
contained in the system of records per-
taining to the enforcement of criminal
laws.

(b) To the extent that there may
exist within this system of records and
investigative files compiled for law en-
forcement purposes, other than mate-
rial within the scope of subsection
(j)(2) of the Privacy Act, the Inspector
General Investigative Case Files sys-
tem of records is exempt from the fol-
lowing sections of the Privacy Act (5
U.S.C. 552(a)): (c)(3) relating to access
to the disclosure accounting, (d) relat-
ing to access to records, (e)(1) relating
to the type of information maintained
in the records; (e)(4) (G), (H) and (I) re-
lating to publishing the system notice
information as to agency procedures of
access and amendment and information
as to the categories of sources or
records, and (f) relating to developing
agency rules for gaining access and
making corrections. This system of
records is also exempt from §§ 909.3,
909.4, 909.5 (a) and (c)(3), and 909.6 of
this part.

(c) Reason for exemptions. (1) The Of-
fice of Inspector General is a compo-
nent of the Finance Board which per-
forms, as its principal function, activ-
ity pertaining to the enforcement of
criminal laws, within the meaning of 5
U.S.C. 552a(j)(2). This exemption ap-
plies only to those records and infor-
mation contained in the system of
records pertaining to criminal inves-
tigations. This system of records is ex-
empt for one or more of the following
reasons:

(i) To prevent interference with law
enforcement proceedings.

(ii) To avoid unwarranted invasion of
personal privacy by disclosure of infor-
mation about third parties, including
other subjects of investigation, inves-
tigators, and witnesses.

(iii) To protect the identity of Fed-
eral employees who furnish a com-
plaint or information to the Office of
the Inspector General, consistent with
section 7(b) of the Inspector General
Act of 1978, as amended, 5 U.S.C. App. 3.

(iv) To protect the confidentiality of
non-Federal employee sources of infor-
mation.

(v) To assure access to sources of
confidential information, including
those contained in Federal, State and
local criminal law enforcement infor-
mation systems.
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(vi) To prevent disclosure of law en-
forcement techniques and procedures.

(vii) To avoid endangering the life or
physical safety of confidential sources
and law enforcement personnel.

(2) Investigative records within this
system of records which are compiled
for law enforcement purposes, other
than material within the scope of sub-
section (j)(2), are exempt under the
provisions of 5 U.S.C. 552a(k)(2); pro-
vided, however, that if any individual
is denied any right, privilege, or bene-
fit that they would otherwise be enti-
tled by Federal law, or for which they
would otherwise be eligible, as a result
of the maintenance of such material,
such material shall be provided to such
individual except to the extent that
the disclosure of such material would
reveal the identity of a source who fur-
nished information to the Government
under an express promise that the iden-
tity of the source would be held in con-
fidence, or, prior to January 1, 1975,
under an implied promise that the
identity of the source would be held in
confidence. This system of records is
exempt for one or more of the following
reasons:

(i) To prevent interference with law
enforcement proceedings.

(ii) To protect investigatory material
compiled for law enforcement purposes.

(iii) To avoid unwarranted invasion
of personal privacy, by disclosure of in-
formation about third parties, includ-
ing other subjects of investigation, law
enforcement personnel and sources of
information.

(iv) To fulfill commitments made to
protect the confidentiality of sources.

(v) To protect the identity of Federal
employees who furnish a complaint or
information of OIG, consistent with
section 7(b) of the Inspector General
Act of 1978, as amended, 5 U.S.C. App. 3.

(vi) To assure access to sources of
confidential information, including
those contained in Federal, State and
local criminal law enforcement sys-
tems.

(vii) To prevent disclosure of law en-
forcement techniques and procedures.

(viii) To avoid endangering the life or
physical safety of confidential sources
and law enforcement personnel.

(d) Records within a Finance Board
System of records comprised of inves-

tigatory material compiled solely for
the purpose of determining suitability
or eligibility for Federal civilian em-
ployment, Federal contractors, or ac-
cess to classified information, are ex-
empt under the provisions of 5 U.S.C.
552a(k)(5), but only to the extent that
disclosure would reveal the identity of
a source who furnished information to
the Government under an express
promise that the identity of the source
would be held in confidence, or, prior
to January 1, 1975, under an implied
promise that the identity of the source
would be held in confidence. This sys-
tem of records is exempt for one or
more of the following reasons:

(1) To fulfill commitments made to
protect the confidentiality of sources.

(2) To assure access to sources of con-
fidential information; including those
contained in Federal, State, and local
criminal law enforcement information
systems.

(e) Testing or examination material
used solely to determine or assess indi-
vidual qualifications for appointment
to employment at the Finance Board,
or promotion therein—the disclosure of
which would compromise the objectiv-
ity or fairness of the testing, evalua-
tion or examining process is exempt
under 5 U.S.C. 552a(k)(6).

PART 910—CONSOLIDATED BONDS
AND DEBENTURES

Sec.
910.0 Definitions.
910.1 Issuance of consolidated bonds.
910.2 Form of consolidated bonds.
910.3 Transactions in consolidated bonds.
910.4 Lost, stolen, destroyed, mutilated, or

defaced bonds.
910.5 Administrative provision.
910.6 Reservation of right to revoke or

amend; limitations thereon.

AUTHORITY: 12 U.S.C. 1422b, 1431.

§ 910.0 Definitions.
(a) Board means the Federal Housing

Finance Board.
(b) Consolidated bonds means bonds or

notes issued on behalf of all Federal
Home Loan Banks.

(c) Senior bonds means consolidated
bonds issued pursuant to 12 U.S.C. 1431
and this part and not defeased, other
than bonds specifically subordinated to
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any then outstanding consolidated
bonds.

(d) Unsecured, senior liabilities means
all obligations of the Banks recognized
as a liability under Generally Accepted
Accounting Principles, except:

(1) Liabilities that are covered by a
perfected security interest;

(2) Consolidated bonds;
(3) Bonds issued pursuant to 12 U.S.C.

1431(a); and
(4) Allowance for losses for off-bal-

ance sheet obligations.

[57 FR 62186, Dec. 30, 1992]

§ 910.1 Issuance of consolidated bonds.
(a) General. The Board will determine

and authorize the issuance of all con-
solidated bonds, dates of issue, matu-
rities, rates of interest, terms and con-
ditions thereof, and the manner in
which such bonds shall be issued, sub-
ject to the provisions of 31 U.S.C. 9108.
The Board in its discretion may dele-
gate this responsibility.

(b) Leverage limit. The Board shall not
issue senior bonds, other than bonds
issued to refund consolidated bonds
previously issued, if, immediately fol-
lowing such issuance, the aggregate
amount of senior bonds and unsecured,
senior liabilities of the Federal Home
Loan Banks exceeds twenty (20) times
the total paid-in capital stock, re-
tained earnings and reserves (excluding
loss reserves and deposit reserves pur-
suant to 12 U.S.C. 1431(g)), of all the
Federal Home Loan Banks.

(c) Negative pledge requirement. The
Federal Home Loan Banks shall at all
times maintain assets of the following
types, free from any lien or pledge, in
a total amount at least equal to the
amount of senior bonds outstanding:

(1) Cash;
(2) Obligations of or fully guaranteed

by the United States;
(3) Secured advances;
(4) Mortgages as to which one or

more Federal Home Loan Banks have
any guaranty or insurance, or commit-
ment therefore, by the United States
or any agency thereof;

(5) Investments described in section
16(a) of the Federal Home Loan Bank
Act, as amended (12 U.S.C. 1436(a)); and

(6) Other securities which have been
assigned a rating or assessment by a
major nationally recognized securities

rating agency that is equivalent to or
higher than the rating or assessment
assigned by such agency on senior
bonds outstanding.
Provided, however, that any assets of
the types described in paragraphs (c)(1)
through (6) of this section which are
subject to a lien or pledge for the bene-
fit of the holders of any issue of senior
bonds shall be treated as if they were
assets free from any lien or pledge for
purposes of compliance with this provi-
sion.

[57 FR 62186, Dec. 30, 1992]

§ 910.2 Form of consolidated bonds.
Consolidated Federal Home Loan

Bank bonds shall be issued in series
and all consolidated bonds of the same
series shall be of like date, tenor, and
effect except as to denominations,
which shall be in such amounts as may
be authorized by the Board. The form
of each consolidated bond shall be pre-
scribed by the Board. Consolidated
bonds issued with maturities of 1 year
or less may be designated consolidated
notes.

[42 FR 56316, Oct. 25, 1977. Redesignated at 54
FR 36759, Sept. 5, 1989]

§ 910.3 Transactions in consolidated
bonds.

The general regulations of the De-
partment of Treasury now or hereafter
in force governing transactions in
United States securities, except 31 CFR
part 357 (regarding book-entry proce-
dure), are hereby incorporated into this
part, so far as applicable and as nec-
essarily modified to relate to consoli-
dated Federal Home Loan Bank bonds,
as the regulations of the Board for
similar transactions in consolidated
Federal Home Loan Bank bonds. The
book-entry procedure for consolidated
Federal Home Loan Bank bonds is con-
tained in part 912 of this subchapter.

[63 FR 8059, Feb. 18, 1998]

§ 910.4 Lost, stolen, destroyed, muti-
lated, or defaced bonds.

The statutes of the United States
now or hereafter in force, and the regu-
lations of the Treasury Department,
now or hereafter in force, governing re-
lief on account of the loss, theft, de-
struction, mutilation, or defacement of
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United States securities, so far as ap-
plicable and as necessarily modified to
relate to consolidated Federal Home
Loan Bank bonds, are hereby adopted
as the regulations of the Board for the
issuance of substitute consolidated
Federal Home Loan Bank bonds or the
payment of lost, stolen, destroyed, mu-
tilated, or defaced consolidated Federal
Home Loan Bank bonds.

[23 FR 9878, Dec. 23, 1958. Redesignated at 54
FR 36759, Sept. 5, 1989]

§ 910.5 Administrative provision.
The Secretary of the Treasury, or the

Acting Secretary of the Treasury, is
hereby authorized and empowered, as
the agent of the Board and the Federal
Home Loan Banks, to administer the
regulations of the Board adopted by
§§ 910.3 and 910.4, and to delegate such
authority at his discretion to other of-
ficers, employees, and agents of the
United States Treasury Department.
Any such regulations may be waived on
behalf of the Board and the Federal
Home Loan Banks by the Secretary of
the Treasury or the Acting Secretary
of the Treasury or by an officer of the
United States Treasury Department
authorized to waive similar regulations
with respect to United States securi-
ties, but only in any particular case in
which a similar regulation, with re-
spect to United States Securities would
be waived. The terms ‘‘securities’’ and
‘‘bonds’’ as used in this section shall,
unless the context otherwise requires,
include and apply to coupons and in-
terim certificates.

[23 FR 9878, Dec. 23, 1958. Redesignated at 54
FR 36759, Sept. 5, 1989, and amended at 55 FR
2229, Jan. 23, 1990]

§ 910.6 Reservation of right to revoke
or amend; limitations thereon.

(a) General. The right to revoke or
amend this part, or to prescribe and
issue supplemental or amendatory
rules and regulations thereto, is hereby
reserved.

(b) Limitation on amendment of lever-
age limit or negative pledge requirement.
No revocation or relaxation of any of
the restrictions or requirements con-
tained in or imposed by § 910.1 (b) or (c)
shall be effected except:

(1) If there are no senior bonds then
outstanding or if there shall have been

deposited with the Treasurer of the
United States, noncallable (or called)
direct obligations of the United States
of America or obligations fully guaran-
teed by the United States of America
of such maturities or redemption dates
and interest payment dates, and to
bear such interest, as will be sufficient
to pay in full (together with any other
moneys placed in trust and irrevocably
committed for such payment and with-
out further investment or reinvest-
ment of either the principal amount
thereof or the interest earnings there-
from) the principal of and interest to
date of maturity or to such date des-
ignated for redemption and any re-
demption premium on all senior bonds
the holders of which have not con-
sented to such revocation or relax-
ation; or

(2) Section 910.1(b) may be changed
by the Board in any manner if the
Board receives either:

(i) Written evidence from at least one
major nationally recognized securities
rating agency which rates or makes an
assessment of the senior bonds that
such change in that provision will not
result in the lowering of its then-cur-
rent rating or assessment on senior
bonds outstanding or next to be issued;
or

(ii) A written opinion from an invest-
ment banking firm that such change
would not have a materially adverse ef-
fect on the creditworthiness of senior
bonds outstanding or next to be issued.

[57 FR 62186, Dec. 30, 1992]

PART 912—BOOK-ENTRY PROCE-
DURE FOR Federal HOME LOAN
BANK SECURITIES

Sec.
912.1 Definitions.
912.2 Law governing rights and obligations

of Federal Home Loan Banks, Finance
Board, Office of Finance, United States
and Federal Reserve Banks; rights of any
Person against Federal Home Loan
Banks, Finance Board, Office of Finance,
United States and Federal Reserve
Banks.

912.3 Law governing other interests.
912.4 Creation of Participant’s Security En-

titlement; security interests.
912.5 Obligations of Federal Home Loan

Banks and the Office of Finance; no Ad-
verse Claims.

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00611 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



616

12 CFR Ch. IX (1–1–99 Edition) § 912.1

912.6 Authority of Federal Reserve Banks.
912.7 Liability of Federal Home Loan

Banks, Finance Board, Office of Finance
and Federal Reserve Banks.

912.8 Additional requirements; notice of at-
tachment for Book-entry Federal Home
Loan Bank Securities.

912.9 Reference to certain Department of
Treasury commentary and determina-
tions.

912.10 Obligations of United States with re-
spect to Federal Home Loan Bank Secu-
rities.

AUTHORITY: 12 U.S.C. 1422a, 1422b, 1431, 1435.

SOURCE: 63 FR 8059, Feb. 18, 1998, unless
otherwise noted.

§ 912.1 Definitions.

For purposes of this part, unless the
context otherwise requires or indi-
cates:

(a) Adverse Claim means a claim that
a claimant has a property interest in a
Book-entry Federal Home Loan Bank
Security and that it is a violation of
the rights of the claimant for another
Person to hold, transfer, or deal with
the Security.

(b) Book-entry Federal Home Loan
Bank Security means a Federal Home
Loan Bank Security maintained in the
book-entry system of the Federal Re-
serve Banks.

(c) Entitlement Holder means a Person
or a Federal Home Loan Bank to whose
account an interest in a Book-entry
Federal Home Loan Bank Security is
credited on the records of a Securities
Intermediary.

(d) Federal Home Loan Bank Security
means a consolidated bond, debenture,
note, or other obligation of the Federal
Home Loan Bank issued by the Finance
Board under authority of section 11 of
the Federal Home Loan Bank Act (12
U.S.C. 1431).

(e) Federal Reserve Bank means a Fed-
eral Reserve Bank or branch, acting as
fiscal agent for the Office of Finance,
unless otherwise indicated.

(f) Federal Reserve Bank Operating Cir-
cular means the publication issued by
each Federal Reserve Bank that sets
forth the terms and conditions under
which the Federal Reserve Bank main-
tains Book-entry Securities accounts
and transfers Book-entry Securities.

(g) Finance Board means the Federal
Housing Finance Board.

(h) Funds account means a reserve
and/or clearing account at a Federal
Reserve Bank to which debits or cred-
its are posted for transfers against pay-
ment, Book-entry Securities trans-
action fees, or principal and interest
payments.

(i) Office of Finance means the Office
of Finance established under part 941 of
this chapter, acting as agent of the Fi-
nance Board in all matters relating to
the issuance of Book-entry Federal
Home Loan Bank Securities, or as
agent of the Federal Home Loan Banks
in the performance of all other nec-
essary and proper functions relating to
Book-entry Federal Home Loan Bank
Securities, including the payment of
principal and interest due thereon.

(j) Participant means a Person or a
Federal Home Loan Bank that main-
tains a Participant’s Securities Ac-
count with a Federal Reserve Bank.

(k) Participant’s Securities Account
means an account in the name of a
Participant at a Federal Reserve Bank
to which Book-entry Federal Home
Loan Bank Securities held for a Partic-
ipant are or may be credited.

(l) Person means and includes an indi-
vidual, corporation, company, govern-
mental entity, association, firm, part-
nership, trust, estate, representative,
and any other similar organization, but
does not mean or include a Federal
Home Loan Bank, the Finance Board,
the Office of Finance, the United
States, or a Federal Reserve Bank.

(m) Revised Article 8 means Uniform
Commercial Code, Revised Article 8,
Investment Securities (with Conform-
ing and Miscellaneous Amendments to
Articles 1, 3, 4, 5, 9, and 10) 1994 Official
Text. Copies of this publication are
available from the Executive Office of
the American Law Institute, 4025
Chestnut Street, Philadelphia, PA
19104, and the National Conference of
Commissioners on Uniform State Laws,
676 North St. Clair Street, Suite 1700,
Chicago, IL 60611.

(n) Securities Intermediary means:
(1) A Person that is registered as a

‘‘clearing agency’’ under the Federal
securities laws; a Federal Reserve
Bank; any other person that provides
clearance or settlement services with
respect to a Book-entry Federal Home
Loan Bank Security that would require
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it to register as a clearing agency
under the Federal securities laws but
for an exclusion or exemption from the
registration requirement, it its activi-
ties as a clearing corporation, includ-
ing promulgation of rules, are subject
to regulation by a Federal or State
governmental authority; or

(2) A Person (other than an individ-
ual, unless such individual is registered
as a broker or dealer under the Federal
securities laws) including a bank or
broker, that in the ordinary course of
its business maintains securities ac-
counts for others and is acting in that
capacity.

(o) Security Entitlement means the
rights and property interest of an Enti-
tlement Holder with respect to a Book-
entry Federal Home Loan Bank Secu-
rity.

(p) State means any State of the
United States, the District of Colum-
bia, Puerto Rico, the Virgin Islands, or
any other territory or possession of the
United States.

(q) Transfer Message means an in-
struction of a Participant to a Federal
Reserve Bank to effect a transfer of a
Book-entry Federal Home Loan Bank
Security, as set forth in Federal Re-
serve Bank Operating Circulars.

§ 912.2 Law governing rights and obli-
gations of Federal Home Loan
Banks, Finance Board, Office of Fi-
nance, United States and Federal
Reserve Banks; rights of any Person
against Federal Home Loan Banks,
Finance Board, Office of Finance,
United States and Federal Reserve
Banks.

(a) Except as provided in paragraph
(b) of this section, the rights and obli-
gations of the Federal Home Loan
Banks, the Finance Board, the Office of
Finance, the United States and the
Federal Reserve Banks with respect to:
A Book-entry Federal Home Loan
Bank Security or Security Entitlement
and the operation of the Book-entry
system, as it applies to Federal Home
Loan Bank Securities; and the rights of
any Person, including a Participant,
against the Federal Home Loan Banks,
the Finance Board, the Office of Fi-
nance, the United States and the Fed-
eral Reserve Banks with respect to: A
Book-entry Federal Home Loan Bank
Security or Security Entitlement and

the operation of the Book-entry sys-
tem, as it applies to Federal Home
Loan Bank Securities; are governed
solely by regulations of the Finance
Board, including the regulations of this
part 912, the applicable offering notice,
applicable procedures established by
the Office of Finance, and Federal Re-
serve Bank Operating Circulars.

(b) A security interest in a Security
Entitlement that is in favor of a Fed-
eral Reserve Bank from a Participant
and that is not recorded on the books
of a Federal Reserve Bank pursuant to
§ 912.4(c)(1), is governed by the law (not
including the conflict-of-law rules) of
the jurisdiction where the head office
of the Federal Reserve Bank maintain-
ing the Participant’s Securities Ac-
count is located. A security interest in
a Security Entitlement that is in favor
of a Federal Reserve Bank from a Per-
son that is not a Participant, and that
is not recorded on the books of a Fed-
eral Reserve Bank pursuant to
§ 912.4(c)(1), is governed by the law de-
termined in the manner specified in
§ 912.3.

(c) If the jurisdiction specified in the
first sentence of paragraph (b) of this
section is a State that has not adopted
Revised Article 8, then the law speci-
fied in the first sentence of paragraph
(b) of this section shall be the law of
that State as though Revised Article 8
had been adopted by that State.

§ 912.3 Law governing other interests.

(a) To the extent not inconsistent
with this part 912, the law (not includ-
ing the conflict-of-law rules) of a Secu-
rities Intermediary’s jurisdiction gov-
erns:

(1) The acquisition of a Security En-
titlement from the Securities Inter-
mediary;

(2) The rights and duties of the Secu-
rities Intermediary and Entitlement
Holder arising out of a Security Enti-
tlement;

(3) Whether the Securities Inter-
mediary owes any duties to an adverse
claimant to a Security Entitlement;

(4) Whether an Adverse Claim can be
asserted against a Person who acquires
a Security Entitlement from the Secu-
rities Intermediary or a Person who
purchases a Security Entitlement or
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interest therein from an Entitlement
Holder; and

(5) Except as otherwise provided in
paragraph (c) of this section, the per-
fection, effect of perfection or non-per-
fection, and priority of a security in-
terest in a Security Entitlement.

(b) The following rules determine a
‘‘Securities Intermediary’s jurisdic-
tion’’ for purposes of this section:

(1) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder specifies that it is gov-
erned by the law of a particular juris-
diction, that jurisdiction is the Securi-
ties Intermediary’s jurisdiction.

(2) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder does not specify the gov-
erning law as provided in paragraph
(b)(1) of this section, but expressly
specifies that the securities account is
maintained at an office in a particular
jurisdiction, that jurisdiction is the Se-
curities Intermediary’s jurisdiction.

(3) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder does not specify a juris-
diction as provided in paragraph (b)(1)
or (b)(2) of this section, the Securities
Intermediary’s jurisdiction is the juris-
diction in which is located the office
identified in an account statement as
the office serving the Entitlement
Holder’s account.

(4) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder does not specify a juris-
diction as provided in paragraph (b)(1)
or (b)(2) of this section and an account
statement does not identify an office
serving the Entitlement Holder’s ac-
count as provided in paragraph (b)(3) of
this section, the Securities
Intermediary’s jurisdiction is the juris-
diction in which is located the chief ex-
ecutive office of the Securities Inter-
mediary.

(c) Notwithstanding the general rule
in paragraph (a)(5) of this section, the
law (but not the conflict-of-law rules)
of the jurisdiction in which the Person
creating a security interest is located
governs whether and how the security
interest may be perfected automati-
cally or by filing a financing state-
ment.

(d) If the jurisdiction specified in
paragraph (b) of this section is a State

that has not adopted Revised Article 8,
then the law for the matters specified
in paragraph (a) of this section shall be
the law of that State as though Re-
vised Article 8 had been adopted by
that State. For purposes of the applica-
tion of the matters specified in para-
graph (a) of this section, the Federal
Reserve Bank maintaining the Securi-
ties Account is a clearing corporation,
and the Participant’s interest in a Fed-
eral Home Loan Bank Book-entry Se-
curity is a Security Entitlement.

§ 912.4 Creation of Participant’s Secu-
rity Entitlement; security interests.

(a) A Participant’s Security Entitle-
ment is created when a Federal Re-
serve Bank indicates by book entry
that a Book-entry Federal Home Loan
Bank Security has been credited to a
Participant’s Securities Account.

(b) A security interest in a Security
Entitlement of a Participant in favor
of the United States to secure deposits
of public money, including, without
limitation, deposits to the Treasury
tax and loan accounts, or other secu-
rity interest in favor of the United
States that is required by Federal stat-
ute, regulation, or agreement, and that
is marked on the books of a Federal
Reserve Bank is thereby effected and
perfected, and has priority over any
other interest in the Securities. Where
a security interest in favor of the
United States in a Security Entitle-
ment of a Participant is marked on the
books of a Federal Reserve Bank, such
Federal Reserve Bank may rely, and is
protected in relying, exclusively on the
order of an authorized representative
of the United States directing the
transfer of the Security. For purposes
of this paragraph (b), an ‘‘authorized
representative of the United States’’ is
the official designated in the applicable
regulations or agreement to which a
Federal Reserve Bank is a party, gov-
erning the security interest.

(c)(1) The Federal Home Loan Banks,
the Finance Board, the Office of Fi-
nance, the United States and the Fed-
eral Reserve Banks have no obligation
to agree to act on behalf of any Person
or to recognize the interest of any
transferee of a security interest or
other limited interest in a Security En-
titlement in favor of any Person except

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00614 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



619

Federal Housing Finance Board § 912.6

to the extent of any specific require-
ment of Federal law or regulation or to
the extent set forth in any specific
agreement with the Federal Reserve
Bank on whose books the interest of
the Participant is recorded. To the ex-
tent required by such law or regulation
or set forth in an agreement with a
Federal Reserve Bank, or the Federal
Reserve Bank Operating Circular, a se-
curity interest in a Security Entitle-
ment that is in favor of a Federal Re-
serve Bank or a Person may be created
and perfected by a Federal Reserve
Bank marking its books to record the
security interest. Except as provided in
paragraph (b) of this section, a security
interest in a Security Entitlement
marked on the books of a Federal Re-
serve Bank shall have priority over any
other interest in the Securities.

(2) In addition to the method pro-
vided in paragraph (c)(1) of this sec-
tion, a security interest in a Security
Entitlement, including a security in-
terest in favor of a Federal Reserve
Bank, may be perfected by any method
by which a security interest may be
perfected under applicable law as de-
scribed in § 912.2(b) or § 912.3. The per-
fection, effect of perfection or non-per-
fection, and priority of a security in-
terest are governed by that applicable
law. A security interest in favor of a
Federal Reserve Bank shall be treated
as a security interest in favor of a
clearing corporation in all respects
under that law, including with respect
to the effect of perfection and priority
of the security interest. A Federal Re-
serve Bank Operating Circular shall be
treated as a rule adopted by a clearing
corporation for such purposes.

§ 912.5 Obligations of the Federal
Home Loan Banks and the Office of
Finance; no Adverse Claims.

(a) Except in the case of a security
interest in favor of the United States
or a Federal Reserve Bank or otherwise
as provided in § 912.4(c)(1), for the pur-
poses of this part 912, the Federal
Home Loan Banks, the Office of Fi-
nance and the Federal Reserve Banks
shall treat the Participant to whose
Securities Account an interest in a
Book-entry Federal Home Loan Bank
Security has been credited as the per-
son exclusively entitled to issue a

Transfer Message, to receive interest
and other payments with respect there-
of and otherwise to exercise all the
rights and powers with respect to the
Security, notwithstanding any infor-
mation or notice to the contrary. Nei-
ther the Federal Home Loan Banks,
the Finance Board, the Office of Fi-
nance, the United States, nor the Fed-
eral Reserve Banks are liable to a Per-
son asserting or having an Adverse
Claim to a Security Entitlement or to
a Book-entry Federal Home Loan Bank
Security in a Participant’s Securities
Account, including any such claim
arising as a result of the transfer or
disposition of a Book-entry Federal
Home Loan Bank Security by a Federal
Reserve Bank pursuant to a Transfer
Message that the Federal Reserve Bank
reasonably believes to be genuine.

(b) The obligation of the Federal
Home Loan Banks and the Office of Fi-
nance to make payments of interest
and principal with respect to Book-
entry Federal Home Loan Bank Securi-
ties is discharged at the time payment
in the appropriate amount is made as
follows:

(1) Interest on Book-entry Federal
Home Loan Bank Securities is either
credited by a Federal Reserve Bank to
a Funds Account maintained at the
Federal Reserve Bank or otherwise
paid as directed by the Participant.

(2) Book-entry Federal Home Loan
Bank Securities are paid, either at ma-
turity or upon redemption, in accord-
ance with their terms by a Federal Re-
serve Bank withdrawing the securities
from the Participant’s Securities Ac-
count in which they are maintained
and by either crediting the amount of
the proceeds, including both principal
and interest, where applicable, to a
Funds Account at the Federal Reserve
Bank or otherwise paying such prin-
cipal and interest as directed by the
Participant. No action by the Partici-
pant is required in connection with the
payment of a Book-entry Federal Home
Loan Bank Security, unless otherwise
expressly required.

§ 912.6 Authority of Federal Reserve
Banks.

(a) Each Federal Reserve Bank is
hereby authorized as fiscal agent of the
Office of Finance: To perform functions
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with respect to the issuance of Book-
entry Federal Home Loan Bank Securi-
ties, in accordance with the terms of
the applicable offering notice and with
procedures established by the Office of
Finance; to service and maintain Book-
entry Federal Home Loan Bank Securi-
ties in accounts established for such
purposes; to make payments of prin-
cipal, interest and redemption pre-
mium (if any), as directed by the Office
of Finance; to effect transfer of Book-
entry Federal Home Loan Bank Securi-
ties between Participants’ Securities
Accounts as directed by the Partici-
pants; and to perform such other duties
as fiscal agent as may be requested by
the Office of Finance.

(b) Each Federal Reserve Bank may
issue Operating Circulars not incon-
sistent with this part 912, governing
the details of its handling of Book-
entry Federal Home Loan Bank Securi-
ties, Security Entitlements, and the
operation of the Book-entry system
under this part 912.

§ 912.7 Liability of Federal Home Loan
Banks, Finance Board, Office of Fi-
nance and Federal Reserve Banks.

The Federal Home Loan Banks, the
Finance Board, the Office of Finance
and the Federal Reserve Banks may
rely on the information provided in a
tender, transaction request form, other
transaction documentation, or Trans-
fer Message, and are not required to
verify the information. Neither the
Federal Home Loan Banks, the Finance
Board, the Office of Finance, the
United States, nor the Federal Reserve
Banks shall be liable for any action
taken in accordance with the informa-
tion set out in a tender, transaction re-
quest form, other transaction docu-
mentation, or Transfer Message, or evi-
dence submitted in support thereof.

§ 912.8 Additional requirements; notice
of attachment for Book-entry Fed-
eral Home Loan Bank Securities.

(a) Additional requirements. In any
case or any class of cases arising under
the regulations in this part 912, the Of-
fice of Finance may require such addi-
tional evidence and a bond of indem-
nity, with or without surety, as may in
its judgment, or in the judgment of the
Federal Home Loan Banks or the Fi-

nance Board, be necessary for the pro-
tection of the interests of the Federal
Home Loan Banks, the Finance Board,
the Office of Finance or the United
States.

(b) Notice of attachment. The interest
of a debtor in a Security Entitlement
may be reached by a creditor only by
legal process upon the Securities Inter-
mediary with whom the debtor’s secu-
rities account is maintained, except
where a Security Entitlement is main-
tained in the name of a secured party,
in which case the debtor’s interest may
be reached by legal process upon the
secured party. The regulations in this
part 912 do not purport to establish
whether a Federal Reserve Bank is re-
quired to honor an order or other no-
tice of attachment in any particular
case or class of cases.

§ 912.9 Reference to certain Depart-
ment of Treasury commentary and
determinations.

(a) The Department of Treasury
TRADES Commentary (31 CFR part
357, appendix B) addressing the Depart-
ment of Treasury regulations govern-
ing book-entry procedure for Treasury
Securities is hereby referenced, so far
as applicable and as necessarily modi-
fied to relate to Book-entry Federal
Home Loan Bank Securities, as an in-
terpretive aid to this part 912.

(b) Determinations of the Depart-
ment of Treasury regarding whether a
State shall be considered to have
adopted Revised Article 8 for purposes
of 31 CFR part 357, as published in the
FEDERAL REGISTER or otherwise, shall
also apply to this part 912.

§ 912.10 Obligations of United States
with respect to Federal Home Loan
Bank Securities.

Federal Home Loan Bank Securities
are not obligations of the United
States and are not guaranteed by the
United States.

PART 914—HEARINGS [RESERVED]

PART 916—PROMULGATION OF
REGULATIONS AND AMEND-
MENTS [RESERVED]

PART 918—IMPLEMENTATION OF
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THE EQUAL ACCESS TO JUSTICE
ACT [RESERVED]

PART 920—USE OF PENALTY MAIL
IN THE LOCATION AND RECOV-
ERY OF MISSING CHILDREN [RE-

SERVED]

PART 924—PRACTICE BEFORE THE
BOARD OF DIRECTORS [RE-
SERVED]
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SUBCHAPTER B—FEDERAL HOME LOAN BANK SYSTEM

PART 931—DEFINITIONS

Sec.
931.1 Act.
931.2 Bank.
931.3 Board.
931.4 Creditor liabilities.
931.5 Obligations of the United States.
931.6 Paid-in value of stock in a bank.
931.7–10 [Reserved]

AUTHORITY: 12 U.S.C. 1422a and 1422b.

SOURCE: 43 FR 46836, Oct. 11, 1978. Redesig-
nated at 54 FR 36759, Sept. 5, 1989, unless oth-
erwise noted.

§ 931.1 Act.

The Federal Home Loan Bank Act, as
amended (12 U.S.C. 1421 et seq.).

§ 931.2 Bank.

A Federal Home Loan Bank.

§ 931.3 Board.

The Federal Housing Finance Board
or any official duly authorized to act in
its behalf.

[55 FR 2229, Jan. 23, 1990]

§ 931.4 Creditor liabilities.

Obligations, secured or unsecured, of
a member.

§ 931.5 Obligations of the United
States.

All evidences of indebtedness issued,
or fully guaranteed as to principal and
interest, by the United States.

[43 FR 46836, Oct. 11, 1978. Redesignated at 54
FR 36759, Sept. 5, 1989, and further redesig-
nated at 63 FR 65687, Nov. 30, 1998]

§ 931.6 Paid-in value of stock in a
bank.

Aggregate payments on the par value
of stock.

[43 FR 46836, Oct. 11, 1978. Redesignated at 54
FR 36759, Sept. 5, 1989, and further redesig-
nated at 63 FR 65687, Nov. 30, 1998]

§ 931.7–10 [Reserved]

PART 932—DIRECTORS, OFFICERS,
AND EMPLOYEES OF THE BANKS

Subpart A—Definitions

Sec.
932.1 Definitions.
932.2 Dates.

Subpart B—Bank Directors

932.3 Director elections.
932.4 Capital stock report.
932.5 Determination of member votes.
932.6 Elective director nominations.
932.7 Eligibility requirements for elective

directors.
932.8 Election process.
932.9 Prohibition on actions to influence di-

rector elections.
932.10 Selection of appointive directors.
932.11 Conflict of interests policy for Bank

directors.
932.12 Reporting requirements for Bank di-

rectors
932.13 Ineligible Bank directors.
932.14 Vacant Bank directorships.
932.15 Minimum number of elective direc-

torships.
932.16 Site of board of directors and com-

mittee meetings.
932.17 Compensation and expenses of Bank

directors.

Subpart C—Selection of Bank Officers and
Employees

932.18 Selection of Bank officer and employ-
ees.

932.19 Compensation of Bank officers and
employees.

AUTHORITY: 12 U.S.C. 1422a(a)(3), 1422b(a),
1426, 1427, and 1432; 42 U.S.C. 8101 et seq.

Subpart A—Definitions
§ 932.1 Definitions.

For purposes of this part:
Act means the Federal Home Loan

Bank Act, as amended (12 U.S.C. 1421 et
seq.).

Bank or Banks means a Federal Home
Loan Bank or the Federal Home Loan
Banks.

Bona fide resident of a Bank district
means an individual who:

(1) Maintains a principal residence
within the Bank district; or
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(2) If serving as an elective director,
owns or leases in his or her own name
a residence within the Bank district
and is an officer or director of a mem-
ber located in a voting state within the
Bank district; or

(3) If serving as an appointive direc-
tor, owns or leases in his or her own
name a residence within the Bank dis-
trict and is employed within a voting
state within the Bank district.

Docket number means the number as-
signed to each member by the Finance
Board and used by the Finance Board
and the Banks to identify a particular
member.

Finance Board means the agency es-
tablished as the Federal Housing Fi-
nance Board.

Member means an institution admit-
ted to membership and owning capital
stock in a Bank.

Record date means December 31 of the
calendar year immediately preceding
the election year.

Voting state means the District of Co-
lumbia, Puerto Rico, or the state of the
United States in which a member’s
principal place of business, as deter-
mined in accordance with part 933 of
this chapter, is located as of the record
date. The voting state of a member
with a principal place of business lo-
cated in the U.S. Virgin Islands as of
the record date shall be Puerto Rico,
and the voting state of a member with
a principal place of business located in
American Samoa, Guam, or the Com-
monwealth of the Northern Mariana Is-
lands as of the record date shall be Ha-
waii.

[63 FR 65688, Nov. 30, 1998]

§ 932.2 Dates.
If any date specified in this part, or

specified by a Bank pursuant to this
part, falls on a Saturday, Sunday, or
Federal holiday, the relevant time pe-
riod shall be deemed to include the
next business day.

[63 FR 65688, Nov. 30, 1998]

Subpart B—Bank Directors
§ 932.3 Director elections.

(a) Responsibilities of the Banks. Each
Bank annually shall conduct an elec-
tion the purpose of which is to fill all

elective directorships designated by
the Finance Board as commencing on
January 1 of the calendar year imme-
diately following the year of the elec-
tion. Subject to the provisions of the
Act and in accordance with the re-
quirements of this part, the disin-
terested members of the board of direc-
tors of each Bank, or a committee of
disinterested directors, shall admin-
ister and conduct the annual election
of directors. In so doing, the disin-
terested directors may use Bank staff
or independent contractors to perform
ministerial and administrative func-
tions concerning the elections process.
The term of office of each elective di-
rectorship shall be 2 years and shall
commence on January 1 of the calendar
year immediately following the year in
which the election is held. Each Bank
shall complete the election in suffi-
cient time to allow newly elected di-
rectors to assume their seats on Janu-
ary 1 of the year immediately follow-
ing the election.

(b) Designation of elective directorships.
The Finance Board annually shall es-
tablish the number of elective director-
ships for each Bank, which are to be al-
located as follows:

(1) One elective directorship shall be
allocated to each State within the
Bank district;

(2) If the total number of elective di-
rectorships allocated pursuant to para-
graph (b)(1) of this section is less than
eight, the Finance Board shall allocate
additional elective directorships
among the States, using the method of
equal proportions, until the total allo-
cated for the Bank equals eight;

(3) If the number of elective director-
ships allocated to any State pursuant
to paragraphs (b)(1) and (2) of this sec-
tion is less than the number allocated
to that State on December 31, 1960, as
specified in § 932.15, the Finance Board
shall allocate such additional elective
directorships to that State until the
total allocated equals the number allo-
cated to the Bank on December 31, 1960;

(4) Pursuant to section 7(e) of the
Act, the Federal Home Loan Bank of
New York is hereby allocated one addi-
tional elective directorship, which is
designated as representing the mem-
bers in the Commonwealth of Puerto
Rico;
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(5) Pursuant to section 7(a) of the
Act, in any Bank district that includes
five or more states, the Finance Board,
after consultation with the affected
Banks, may increase the number of
elective directorships up to thirteen,
and the number of appointive director-
ships up to three-fourths of the number
of elective directorships. In determin-
ing the number of appointive director-
ships, the Finance Board may round to
the nearest whole number.

(c) Notification. On or before June 1 of
each year, the Finance Board shall no-
tify each Bank in writing of the total
number of elective directorships estab-
lished for the Bank and the number of
elective directorships designated as
representing the members in each vot-
ing State in the Bank district. The an-
nual designation of elective director-
ships shall not cause any incumbent di-
rector to surrender his or her director-
ship prior to the expiration of the full
term of office.

(d) In accordance with section 7(c) of
the Act, unless otherwise designated by
the Finance Board, for purposes of elec-
tion of directors a member shall be
deemed to be located in its voting
State.

(e) Transition. The term of office of
each elective directorship existing on
the effective date of this section shall
continue to its scheduled expiration
date, and the Banks may not thereafter
alter the commencement or expiration
date for any elective directorship in
conducting the annual election of di-
rectors.

[63 FR 65688, Nov. 30, 1998]

§ 932.4 Capital stock report.
(a) On or before April 10 of each year,

each Bank shall submit to the Finance
Board, for its use in designating the
elective directorships a capital stock
report that indicates, as of the record
date, the number of members in each
voting State in the Bank’s district, and
the number of shares of capital stock
required to be held by each member
(identified by docket number), and the
aggregate total number of shares of
capital stock required to be held by all
members in each voting State in the
Bank’s district. The Bank shall certify
to the Finance Board that to the best
of its knowledge the information pro-

vided in the capital stock report is ac-
curate and complete, and that it has
notified each member of its minimum
capital stock holdings pursuant to
§ 933.22(b)(1) of this chapter.

(b) A Bank shall determine the num-
ber of shares of capital stock each
member is required to hold as of the
record date in the following manner:

(1) The number of shares of capital
stock shall be equal to the greater of
the advances-to-capital stock require-
ment under § 935.15(a) of this chapter,
or the minimum capital stock require-
ment under § 933.20(a) of this chapter.

(2) If a member has elected to pur-
chase its minimum required capital
stock in installments under
§ 933.20(b)(2) of this chapter, the number
of shares of capital stock required to be
held as of the record date shall be the
cumulative total of shares of capital
stock actually purchased as of the
record date.

[63 FR 65689, Nov. 30, 1998]

§ 932.5 Determination of member
votes.

(a) Authority. The Bank shall deter-
mine, in accordance with this section,
the number of votes each member of
the Bank may cast in the election of
directors.

(b) Determination. The number of
votes a member may cast for any elec-
tive director nominee shall be the less-
er of the number of shares of capital
stock the member was required to hold
as of the record date, as determined in
accordance with § 932.4(b), or the aver-
age number of shares of capital stock
required to be held by all of the mem-
bers in its voting State as of the record
date.

[63 FR 65689, Nov. 30, 1998]

§ 932.6 Elective director nominations.
(a) Election announcement. Within a

reasonable time in advance of an elec-
tion, a Bank shall provide to each
member in its district a written notice
of the election that includes:

(1) The number of elective director-
ships designated as representing the
members in each voting State in the
Bank district;

(2) The name of each incumbent Bank
director, the name and location of the
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member at which each elective director
serves, and the name and location of
the organization with which each ap-
pointive director is affiliated, if any,
and the expiration date of each Bank
director’s term of office;

(3) An attachment indicating the
name, location, and docket number of
every member in the member’s voting
State, and the number of votes each
such member may cast in the election,
as determined in accordance with
§ 932.5(b); and (4) A nominating certifi-
cate.

(b) Nominations. (1) Any member that
is entitled to vote in the election may
nominate an eligible individual to fill
each available elective directorship for
its voting State by submitting to its
Bank, prior to a deadline to be estab-
lished by the Bank, a nominating cer-
tificate duly adopted by the member’s
governing body or by an individual au-
thorized to act on behalf of the mem-
ber’s governing body.

(2) The nominating certificate shall
include the name of the nominee and
the name, location, and docket number
of the member at which the nominee
serves as an officer or director.

(3) The Bank shall establish a dead-
line for submitting nominating certifi-
cates, which shall be no earlier than 30
calendar days after the date on which
the Bank mails the notice required by
paragraph (a) of this section, and the
Bank shall not accept certificates re-
ceived after that deadline. The Bank
shall retain all nominating certificates
for at least two years after the date of
the election.

(c) Accepting nominations. A Bank
shall notify in writing any person nom-
inated for an elective directorship
promptly upon receipt of the nominat-
ing certificate. A person may accept
the nomination only by submitting an
executed director eligibility certifi-
cation, as prescribed by the Finance
Board, to the Bank prior to the dead-
line established by the Bank. A Bank
shall allow each nominee at least 30
calendar days after the date of the no-
tice of nomination within which to
submit the executed form. A nominee
may decline the nomination by so ad-
vising the Bank in writing, or by fail-
ing to submit a properly executed di-
rector eligibility certification prior to

the deadline. Each Bank shall retain
all information received under this
paragraph for at least two years after
the date of the election.

[63 FR 65689, Nov. 30, 1998]

§ 932.7 Eligibility requirements for
elective directors.

(a) Eligibility verification. Based on the
information provided on the director
eligibility certification form prescribed
by the Finance Board, a Bank shall
verify that each nominee meets all of
the eligibility requirements for elec-
tive directors set forth in the Act and
this part before placing that nominee
on the ballot prepared by the Bank
under § 932.8(a).

(b) Eligibility requirements. Each elec-
tive director, and each nominee, shall
be:

(1) A citizen of the United States;
(2) A bona fide resident of the Bank

district; and
(3) An officer or director of a member

that is located in the voting State to
be represented by the elective director-
ship, that was a member of the Bank as
of the record date, and that meets all
minimum capital requirements estab-
lished by its appropriate federal regu-
lator or appropriate State regulator.
For purposes of this paragraph (b)(3),
the term appropriate federal regulator
has the same meaning as the term ‘‘ap-
propriate Federal banking agency’’ in
section 3(q) of the Federal Deposit In-
surance Act (12 U.S.C. 1813(q)), and, for
federally insured credit unions, shall
mean the National Credit Union Ad-
ministration, and the term appropriate
State regulator means any State officer,
agency, supervisor, or other entity
that has regulatory authority over, or
is empowered to institute enforcement
action against, a member.

(c) Restrictions. A nominee is not eli-
gible if he or she:

(1) Is an incumbent elective director,
unless:

(i) The incumbent director’s term of
office would expire before the new term
of office would begin; and

(ii) The new term of office would not
be barred by the term limit provision
of section 7(d) of the Act.

(2) Is a former elective director whose
service would be barred by the term
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limit provision of section 7(d) of the
Act.

(3) Is an incumbent appointive direc-
tor.

[63 FR 65689, Nov. 30, 1998]

§ 932.8 Election process.

(a) Ballots. Promptly after verifying
the eligibility of all nominees in ac-
cordance with § 932.7(a), a Bank shall
prepare a ballot for each voting State
for which an elective directorship is to
be filled and shall mail the ballot to all
members within that State that were
members as of the record date. A ballot
shall include at least the following pro-
visions:

(1) An alphabetical listing of the
names of each nominee for the mem-
ber’s voting State, the name, location,
and docket number of the member at
which each nominee serves, the nomi-
nee’s title or position with the mem-
ber, and the number of elective direc-
torships to be filled by members in
that voting State in the election;

(2) A statement that write-in can-
didates are not permitted; and

(3) A confidentiality statement pro-
hibiting the Bank from disclosing how
a member voted.

(b) Lack of nominees. If, for any vot-
ing State, the number of nominees is
equal to or less than the number of
elective directorships to be filled in the
election, the Bank shall notify the
members in the affected voting state in
writing (in lieu of providing a ballot)
that the directorships are to be filled
without an election due to a lack of
nominees. The Bank shall declare
elected any eligible nominee, who shall
be included as a director-elect in the
report of election required under para-
graph (e). If necessary, the board of di-
rectors shall fill, any elective director-
ship that has become vacant due to a
lack of a nominee in accordance with
§ 932.14(a).

(c) Voting. For each directorship to be
filled, a member may cast the number
of votes determined by the Bank pursu-
ant to § 932.5. A member may not split
its votes among multiple nominees for
a single directorship, nor, where there
are multiple directorships to be filled
for a voting State, may it cumulatively
vote for a single nominee. Any ballots

cast in violation of this subsection
shall be void. To vote, a member shall:

(1) Mark on the ballot the name of
not more than one of the nominees for
each elective directorship to be filled
in the member’s voting State. Each
nominee so selected shall receive all of
the votes that the member is entitled
to cast.

(2) Execute the ballot by resolution
of the member’s governing body, or by
an appropriate writing signed by an in-
dividual authorized to act on behalf of
the governing body.

(3) Deliver the executed ballot to the
Bank on or before the closing date that
has been established by the Bank,
which shall be no earlier than 30 cal-
endar days after the date the ballots
are mailed in accordance with para-
graph (a) of this section. A member
may not change a ballot after it has
been delivered to the Bank.

(d) Counting ballots. A Bank shall not
open any ballot until after the closing
date, and may not include in the elec-
tion results any ballot received after
the closing date. Promptly after the
closing date, each Bank shall tabulate,
by each voting State, the votes cast in
accordance with paragraph (c) of this
section, and shall declare elected the
nominee receiving the highest number
of votes.

(1) If more than one elective director-
ship is to be filled in a voting State,
the Bank shall declare elected each
successive nominee receiving the next
highest number of votes until all open
elective directorships for that voting
State are filled.

(2) In the event of a tie for the last
available seat, the incumbent board of
directors of the Bank shall, by a major-
ity vote, declare elected one of the
nominees for whom the number of
votes cast was tied.

(3) The Bank shall retain all ballots
it receives for at least two years after
the date of the election, and shall not
disclose how any member voted.

(e) Report of election. Promptly fol-
lowing the election, each Bank shall
provide written notice to its members,
to each nominee, and to the Finance
Board of the following:

(1) The name of each director-elect,
the name and location of the member
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at which he or she serves, and his or
her title or position at the member;

(2) The voting State represented by
each director-elect;

(3) The expiration date of the term of
office of each director-elect;

(4) The number of members voting in
the election and the total number of
votes cast, both reported by State; and

(5) The number of votes cast for each
nominee.

[63 FR 65690, Nov. 30, 1998]

§ 932.9 Prohibition on actions to influ-
ence director elections.

(a) Prohibition. Except as provided in
paragraph (b) of this section:

(1) No director, officer, attorney, em-
ployee, or agent of the Finance Board
or of a Bank may:

(i) Communicate in any manner that
a director, officer, attorney, employee,
or agent of the Finance Board or of a
Bank, directly or indirectly, supports
the nomination or election of a par-
ticular individual for an elective direc-
torship; or

(ii) Take any other action to influ-
ence votes for a directorship.

(2) No member may take any action
prohibited by paragraph (a)(1)(i) of this
section.

(b) Exception for incumbent Bank direc-
tors. A Bank director acting in his or
her personal capacity may support the
nomination or election of any individ-
ual for an elective directorship, pro-
vided that no Bank director shall pur-
port to represent the views of the
Bank, the Finance Board, any other di-
rector, or any officer, attorney, em-
ployee, or agent of the Bank or of the
Finance Board concerning the nomina-
tion or election of a particular individ-
ual for an elective directorship.

[63 FR 65690, Nov. 30, 1998]

§ 932.10 Selection of appointive direc-
tors.

(a) Selection. In accordance with the
Act, the Finance Board, in its sole dis-
cretion, shall select all appointive di-
rectors.

(b) Term of office. The term of office
of each appointive directorship shall
commence on January 1.

[63 FR 65690, Nov. 30, 1998]

§ 932.11 Conflict of interests policy for
Bank directors.

(a) Adoption of conflict of interests pol-
icy. Each Bank shall adopt a written
conflict of interests policy that shall
apply to all Bank directors. At a mini-
mum, the conflict of interests policy of
each Bank shall:

(1) Require the directors to admin-
ister the affairs of the Bank fairly and
impartially and without discrimina-
tion in favor of or against any member
or nonmember borrower;

(2) Prohibit appointed directors from
serving as an officer of any Bank or as
an officer or director of any member,
and from owning any equity or debt se-
curity issued by a member or from hav-
ing any other financial interest in a
member;

(3) Prohibit the use of a director’s of-
ficial position for personal gain;

(4) Require directors to disclose ac-
tual or apparent conflict of interests
and establish procedures for addressing
such conflicts;

(5) Provide internal controls to en-
sure that reports are filed and that
conflicts are disclosed and resolved in
accordance with this section; and

(6) Establish procedures to monitor
compliance with the conflict of inter-
ests policy.

(b) Disclosure and recusal. A director
shall disclose to the board of directors
any personal financial interests he or
she has, as well as any financial inter-
ests known to the director of any im-
mediate family member or business as-
sociate of the director, in any matter
to be considered by the board of direc-
tors and in any other matter in which
another person or entity does, or pro-
poses to do, business with the Bank. A
director shall fully disclose the nature
of his or her interest in the matter and
shall provide to the board of directors
any information requested to aid in its
consideration of the director’s interest.
A director shall refrain from consider-
ing or voting on any issue in which the
director, any immediate family mem-
ber, or any business associate has a fi-
nancial interest.

(c) Confidential Information. Directors
shall not disclose or use confidential
information received by them solely by
reason of their position with the Bank
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to obtain a financial interest for them-
selves or for any other person.

(d) Gifts. Directors shall not accept,
and shall discourage their immediate
family members from accepting, any
substantial gift where the director has
reason to believe that the gift is given
in order to influence the director’s ac-
tions as a member of the Bank’s board
of directors, or where acceptance of
such gift gives the appearance of influ-
encing the director’s actions as a mem-
ber of the board.

(e) Compensation. Directors shall not
accept compensation for services per-
formed for the Bank from any source
other than the Bank for which the
services are performed.

(f) Definitions. For purposes of this
section:

(1) Immediate family member means
parent, sibling, spouse, child, or de-
pendent, or any other relative sharing
the same residence as the director.

(2) Financial interest means a direct or
indirect financial interest in any activ-
ity, transaction, property, or relation-
ship that involves receiving or provid-
ing something of monetary value, and
includes, but is not limited to any
right, contractual or otherwise, to the
payment of money, whether contingent
or fixed. It does not include a deposit
or savings account maintained with a
member, nor does it include a loan or
extension of credit obtained from a
member in the normal course of busi-
ness on terms that are generally avail-
able to the public.

(3) Business associate means any indi-
vidual or entity with whom a director
has a business relationship, including,
but not limited to:

(i) Any corporation or organization
of which the director is an officer or
partner, or in which the director bene-
ficially owns ten percent or more of
any class of equity security, including
subordinated debt;

(ii) Any other partner, officer, or ben-
eficial owner of ten percent or more of
any class of equity security, including
subordinated debt, of any such corpora-
tion or organization; and

(iii) Any trust or other estate in
which a director has a substantial ben-
eficial interest or as to which the di-
rector serves as trustee or in a similar
fiduciary capacity.

(4) Substantial Gifts includes:
(i) Gifts of more than token value;
(ii) Entertainment or hospitality, the

cost of which is in excess of what is
considered reasonable, customary, and
accepted business practices; or

(iii) Any other items or services for
which a director pays less than market
value.

[63 FR 65690, Nov. 30, 1998]

§ 932.12 Reporting requirements for
Bank directors.

(a) Annual reporting. On or before
March 1 of each year, each director
shall submit to his or her Bank the ap-
propriate executed director eligibility
certification, as prescribed by the Fi-
nance Board. (The forms are available
pursuant to 12 CFR 900.51). The Bank
shall promptly forward to the Finance
Board a copy of the certification filed
by each appointive director.

(b) Report of noncompliance. If an elec-
tive or appointive director knows or
has reason to believe that he or she no
longer meets the eligibility require-
ments set forth in the Act or this part,
the director shall so inform the Bank
in writing within 30 calendar days of
first learning of the facts causing the
loss of eligibility. An appointive direc-
tor also shall inform the Finance Board
in writing at the same time that he or
she informs the Bank.

[63 FR 65691, Nov. 30, 1998]

§ 932.13 Ineligible Bank directors.
(a) Elective directors. Upon a deter-

mination by the Finance Board or a
Bank that an elective director no
longer satisfies the eligibility require-
ments set forth in the Act or this part,
or has failed to comply with the report-
ing requirements of § 932.12, the elec-
tive directorship shall immediately be-
come vacant. Any elective director
that is determined to have failed to
comply with the eligibility or report-
ing requirements shall not continue to
act as a Bank director.

(b) Appointive directors. Except as pro-
vided herein, upon a determination by
the Finance Board that an appointive
director no longer satisfies the eligi-
bility requirements set forth in the
Act, or has failed to comply with the
reporting requirements of § 932.12, the
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appointive directorship shall imme-
diately become vacant. Notwithstand-
ing the vacancy, an appointive director
may continue to serve until a successor
assumes the directorship or the term of
office expires, whichever occurs first,
and the Finance Board, in its sole dis-
cretion, may allow an appointive direc-
tor up to 90 calendar days to comply
with the eligibility or reporting re-
quirements.

[63 FR 65691, Nov. 30, 1998]

§ 932.14 Vacant Bank directorships.
(a) Vacant elective directorships. (1) As

soon as practicable after a vacancy oc-
curs, a Bank shall fill the unexpired
term of office of a vacant elective di-
rectorship by a majority vote of the re-
maining Bank directors regardless of
whether the remaining Bank directors
constitute a quorum of the Bank’s
board of directors.

(2) An individual so selected to fill a
vacant elective directorship shall sat-
isfy all of the eligibility requirements
for elective directors set forth in the
Act and this part, and shall provide to
the Bank an executed director eligi-
bility certification. The Bank shall
verify the individual’s eligibility in ac-
cordance with § 932.7(a) before allowing
the individual to assume the director-
ship, and shall retain the information
it receives in accordance with § 932.6(c).

(3) Promptly after verifying the indi-
vidual’s eligibility under paragraph
(a)(2) of this section, a Bank shall no-
tify the Finance Board and each mem-
ber located in the Bank’s district in
writing of the following:

(i) The name of the new elective di-
rector, the name, location and docket
number of the member at which the
new director serves, and the new direc-
tor’s title or position with the member;

(ii) The voting State that the new
elective director represents; and

(iii) The expiration date of the new
elective director’s term of office.

(b) Vacant appointive directorships. (1)
As soon as practicable after a vacancy
occurs, the Finance Board shall fill the
unexpired term of office of a vacant ap-
pointive directorship.

(2) Promptly after filling a vacant ap-
pointive directorship, the Finance
Board shall notify the affected Bank in
writing of the following:

(i) The name of the new appointive
director, the name and location of the
organization with which the new direc-
tor is affiliated, if any, and the new di-
rector’s title or position with such or-
ganization; and

(ii) The expiration date of the new
appointive director’s term of office.

(3) Promptly after receiving the no-
tice required by paragraph (b)(2) of this
section, a Bank shall provide each of
its members with the information de-
scribed in paragraphs (b)(2)(i) and (ii)
of this section.

[63 FR 65691, Nov. 30, 1998]

§ 932.15 Minimum number of elective
directorships.

Under section 7(c) of the Act, the
number of elective directorships allo-
cated to members located in each State
cannot be less than the number of di-
rectorships that were filled by the
members from that State on December
31, 1960. The following list sets forth
the States whose members held more
than one (1) seat on December 31, 1960:

State

No. of elective
directorships
on December

31, 1960

California ........................................................ 3
Colorado ........................................................ 2
Illinois ............................................................. 4
Indiana ........................................................... 5
Iowa ............................................................... 2
Kansas ........................................................... 3
Kentucky ........................................................ 2
Louisiana ....................................................... 2
Massachusetts ............................................... 3
Michigan ........................................................ 3
Minnesota ...................................................... 2
Missouri ......................................................... 2
New Jersey .................................................... 4
New York ....................................................... 4
Ohio ............................................................... 4
Oklahoma ...................................................... 2
Pennsylvania ................................................. 6
Tennessee ..................................................... 2
Texas ............................................................. 3
Wisconsin ...................................................... 4

[55 FR 1399, Jan. 16, 1990, as amended at 56
FR 55221, Oct. 25, 1991. Redesignated and
amended at 63 FR 65692, Nov. 30, 1998]

§ 932.16 Site of board of directors and
committee meetings.

Meetings of a Bank’s board of direc-
tors and committees thereof usually
should be held within the district
served by the Bank. No meetings of a
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Bank’s board of directors and commit-
tees thereof may be held in any loca-
tion that is not within the United
States, including its possessions and
territories.

[61 FR 43154, Aug. 21, 1996. Redesignated at 63
FR 65692, Nov. 30, 1998]

§ 932.17 Compensation and expenses of
bank directors.

(a) Definitions. As used in this sec-
tion:

(1) Compensation means any payment
of money or provision of any other
thing of value (or the accrual of a right
to receive money or a thing of value in
a subsequent year) in consideration of
a director’s performance of official du-
ties for the Bank, including, without
limitation, retainer fees, daily meeting
fees, incentive payments and fringe
benefits.

(2) Maximum compensation means the
maximum total compensation that
would be paid to a director in a given
year under the Bank’s policy on direc-
tor compensation if that director at-
tended all meetings and fulfilled all du-
ties assigned to or otherwise expected
of him or her for that year.

(3) Average compensation per director
(ACPD) means the sum of the maxi-
mum compensation for all directors
serving on a Bank’s board of directors,
divided by the total number of direc-
tors designated by the Federal Housing
Finance Board to serve on the Bank’s
board for that year.

(b) Annual compensation. For 1997 and
each subsequent year, each Bank’s
board of directors shall adopt annually
by resolution a written policy to pro-
vide for the payment to Bank directors
of reasonable compensation for the per-
formance of their duties as members of
the Bank’s board, subject to the re-
quirements set forth in paragraph (c) of
this section. At a minimum, such pol-
icy shall address the activities or func-
tions for which attendance is necessary
and appropriate and may be com-
pensated, and shall explain and justify
the methodology for determining the
amount of compensation to be paid to
directors.

(c) Policy requirements. Payment to
directors under each Bank’s policy on
director compensation may be based
upon factors that the Bank determines

to be appropriate, but each Bank’s pol-
icy shall conform to the following re-
quirements:

(1) The annual ACPD for each Bank
shall not exceed the amount calculated
in accordance with paragraph (c)(2) of
this section. Within this limit:

(i) The total actual compensation re-
ceived by each director in a year shall
reflect both the amount of time spent
on official Bank business and the level
of responsibility assumed by that di-
rector, such that greater or lesser at-
tendance at board and committee
meetings and greater or lesser respon-
sibility assumed by a director during a
given year will be reflected in the ac-
tual compensation received by the di-
rector for that year; and

(ii) The maximum compensation for
the chair of each Bank’s board of direc-
tors in a given year shall not be
equaled or exceeded by the maximum
compensation of any other director for
that year and shall not be less than 125
percent of the Bank’s ACPD for that
year.

(2) The limit on ACPD for each Bank
shall be $28,000 for 1997. For 1998 and
subsequent years, the limit on ACPD
shall be adjusted annually to reflect
the preceding year’s change in the Con-
sumer Price Index (CPI) for all urban
consumers, as published by the Bureau
of Labor Statistics. Each year, as soon
as practicable after the publication of
the previous year’s CPI, the Board
shall publish notice, by FEDERAL REG-
ISTER, distribution of a memorandum,
or otherwise, of the CPI-adjusted limit
on ACPD.

(d) Expenses. Each Bank may pay its
directors for such necessary and rea-
sonable travel, subsistence and other
related expenses incurred in connec-
tion with the performance of their offi-
cial duties as are payable to senior offi-
cers of the Bank under the Bank’s trav-
el policy, except that directors may
not be paid for gift or entertainment
expenses.

(e) Disclosure. Each Bank shall, in its
annual report:

(1) State the sum of the total actual
compensation paid to its directors in
that year;

(2) State the sum of the total actual
expenses paid to its directors in that
year; and
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(3) Summarize its policy on director
compensation.

[61 FR 43154, Aug. 21, 1996. Redesignated at 63
FR 65692, Nov. 30, 1998]

Subpart C—Selection of Bank
Officers and Employees

§ 932.18 Selection of Bank officers and
emplyees.

(a) Bank presidents. The board of di-
rectors of each bank may appoint a
president, who shall be the chief execu-
tive officer of the Bank, subject to the
following limitations:

(1) No appointment of a new Bank
President shall be effective until ap-
proved by the Finance Board;

(2) A President shall serve at the
pleasure of the Bank; and

(3) A President may be suspended or
removed by the Finance Board for
cause, which shall be communicated in
writing to the President and the Bank.

(b) Bank employees other than the
President. Each Bank may appoint or
elect officers other than the President
and may hire other employees of the
Bank without prior Financial Board
approval.

(c) Prohibition on employment con-
tracts. A Bank shall not enter into an
employment contract with an em-
ployee.

[62 FR 9, Jan. 2, 1997. Redesignated and
amended at 63 FR 65692, Nov. 30, 1998]

§ 932.19 Compensation of Bank officers
and employees.

(a) Definitions. The following defini-
tions apply for purposes of this section:

Incentive payment means a direct or
indirect transfer of funds by a Bank to
a Bank employee, in addition to base
salary, based on the employee’s on-the-
job performance.

Nondiscriminatory means that the
plan, contract or arrangement in ques-
tion applies to all employees of a Bank
who meet reasonable and customary
eligibility requirements applicable to
all employees, such as minimum length
of service requirements. A nondiscrim-
inatory plan, contract, or arrangement
may provide different benefits based
only on objective criteria such as base
salary, total compensation, length of
service, job grade or classification,

which are applied on a proportionate
basis.

Payment. (1) the term payment means:
(i) Any direct or indirect transfer of

any funds or any asset;
(ii) Any forgiveness of any debt or

other obligation; and
(iii) Any segregation of any funds or

assets, the establishment or funding of
any trust or the purchase of, or ar-
rangement for, any letter of credit or
other instrument for the purpose of
making, or pursuant to any agreement
to make, any payment on or after the
date on which such funds or assets are
segregated, or at the time of or after
such trust is established or letter of
credit or other instrument is made
available, without regard to whether
the obligation to make such payment
is contingent on:

(A) The determination, after such
date, of the liability for the payment of
such amount; or

(B) The liquidation, after such date,
of the amount of such payment.

(2) The term payment does not mean:
(i) Reimbursement of an employee by

the Bank for necessary and customary
expenses incurred by the employee in
the scope of his or her employment
while carrying out the business of the
Bank; or

(ii) Benefits.
Severance pay plan means a severance

pay plan or arrangement as that term
is defined in the Employee Retirement
Income Security Act of 1974 (as amend-
ed) (29 U.S.C. 1002(1)) (ERISA) and regu-
lations thereunder which is non-
discriminatory and which provides for
payment of severance benefits to all el-
igible employees upon involuntary ter-
mination, provided that no employee
shall receive any such payment which
exceeds the base compensation paid to
such employee during the twelve (12)
months immediately preceding termi-
nation of employment.

(b) Base salaries of Bank employees—(1)
Bank President. (i) The Finance Board
annually will determine and publish by
November 30 caps on the base salary
paid to the Bank President for the sub-
sequent calendar year for each of the 12
Banks.
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(ii) The base salary cap for each Bank
shall be based on the average base sal-
ary of a chief executive officer of a sub-
sidiary financial institution in the
Bank’s primary metropolitan statis-
tical area with an asset size com-
parable to that of the Bank, as of June
of the prior year, reduced by five per-
cent and rounded to the nearest $5,000.

(iii) Each Bank shall establish, on an
annual basis, a reasonable base salary
for its President, not to exceed 100 per-
cent of the applicable base salary cap
published by the Finance Board, except
that for a Bank President whose ap-
proved base salary for the calendar
year 1997 exceeds the cap published by
the Finance Board for 1997, the Bank
shall establish, on an annual basis, a
reasonable base salary not exceeding
the greater of the Bank President’s ap-
proved base salary for the calendar
year 1997 or the base salary cap pub-
lished by the Finance Board for the
year.

(iv) By January 31 of each year, a
Bank must report to the Finance Board
the approved base salary of its Presi-
dent for that year.

(2) Other Bank employees. Each Bank
shall establish base salaries for em-
ployees other than the President that
are reasonable and comparable with
the base salaries of employees of the
other Banks and other similar busi-
nesses (including financial institu-
tions) with similar duties and respon-
sibilities.

(3) Documentation. Each Bank shall
maintain documentation supporting
the reasonableness and comparability
of their employees’ base salaries.

(c) Incentive payments for Bank em-
ployees—(1) In general. A Bank may es-
tablish an incentive payment program
or programs for its employees.

(2) Bank President. (i) The maximum
incentive payment to a Bank President
may not exceed the difference between
that President’s base annual salary ap-
proved by the Bank and 125 percent of
the annual base salary cap, as pub-
lished by the Finance Board.

(ii) At least 50 percent of the Bank
President’s incentive payment shall be
based on the extent to which the Bank
meets reasonable numerical perform-
ance targets established by the Bank’s
board of directors related to the Bank’s

achievement of its housing finance
mission, which shall include substan-
tial consideration of innovative prod-
ucts directed at unmet credit needs,
Community Investment Cash Advances
(including Community Investment Pro-
gram advances) as defined in § 935.1 of
this chapter, non-advance credit sup-
port and risk management products for
members, as well as advances, includ-
ing long-term advances. The remaining
portion of the Bank President’s incen-
tive payment shall be based on the ex-
tent to which the Bank meets reason-
able numerical performance targets es-
tablished by the Bank’s board of direc-
tors related to achievement of goals es-
tablished by the board of directors, in
its discretion.

(iii) Any incentive payment made to
a Bank President shall be based solely
upon the extent to which a Bank
achieves the performance targets es-
tablished by the board of directors.

(iv) By January 31 of each year, the
board of directors of each Bank that in-
tends to make any incentive payment
to its President for such year shall
adopt a resolution establishing the per-
formance measures and targets on
which such incentive payment will be
based.

(v) By March 1 of each year, the
board of directors of each Bank making
any incentive payment to its President
for the prior year shall adopt and sub-
mit to the Finance Board a resolution
showing the results for the individual
performance measures and the amount
of the incentive payment to the Bank
President for the prior year.

(vi) A Bank shall not make any in-
centive payment to its President if the
most recent examination of the Bank
by the Finance Board identified an un-
safe or unsound practice or condition
with regard to the Bank, provided that
if the finding of an unsafe or unsound
practice or condition subsequently is
resolved in favor of the Bank by the Fi-
nance Board, the Bank may pay its
President the incentive payment that
he or she otherwise would have re-
ceived.

(3) Incentive payments for other Bank
employees. (i) Each Bank may make in-
centive payments to employees other
than the President, provided that such
incentive payments are reasonable and

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00628 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



633

Federal Housing Finance Board Pt. 933

comparable with incentive payments
made to employees of the other Banks
and other similar businesses (including
financial institutions) with similar du-
ties and responsibilities. Each Bank
shall maintain documentation support-
ing the reasonableness and comparabil-
ity of their employees’ incentive pay-
ments.

(ii) The sum of annual base salary
and all incentive payments received in
a single calendar year by an employee
other than the Bank President shall
not exceed 125 percent of the annual
base salary cap for the Bank President,
as published by the Finance Board.

(iii) An incentive payment for an em-
ployee other than the Bank President
shall be based on the extent to which
the employee meets objective perform-
ance targets related to performance
criteria established by the Bank’s
board of directors under the Bank’s in-
centive compensation program or pro-
grams.

(iv) All Bank incentive compensation
plans in effect on May 1, 1998, shall be
submitted to the Finance Board no
later than June 1, 1998. Any subsequent
amendments to such plans shall not be-
come effective until submitted to the
Finance Board.

(d) Severance plans. A Bank may
make payments in the nature of sever-
ance to its President and to other Bank
employees only pursuant to a sever-
ance pay plan.

(e) General limits on payments. (1) No
Bank shall make any payment to a
Bank employee, except as provided in
this section.

(2) The total amount of base salaries,
incentive payments, and benefits paid
to Bank employees shall be within the
limit set forth in the Bank’s approved
budget. The board of directors of each
Bank shall review annually the com-
pensation for its employees, including
appropriate documentation, prior to
approving the Bank’s annual budget.

(f) Determination of employee status. A
Bank shall not treat an employee as an
independent contractor in order to
avoid complying with the requirements
of this section.

[62 FR 9, Jan. 2, 1997, as amended at 63 FR
30587, June 5, 1998; 63 FR 65544, Nov. 27, 1998.
Redesignated at 63 FR 65692, Nov. 30, 1998]

PART 933—MEMBERS OF THE
BANKS

Subpart A—Definitions

Sec.
933.1 Definitions.

Subpart B—Membership Application
Process

933.2 Membership application requirements.
933.3 Decision on application.
933.4 Automatic membership.
933.5 Appeals.

Subpart C—Eligibility Requirements

933.6 General eligibility requirements.
933.7 Duly organized requirement.
933.8 Subject to inspection and regulation

requirement.
933.9 Makes long-term home mortgage loans

requirement.
933.10 10 percent requirement for insured de-

pository institution applicants.
933.11 Financial condition requirement for

applicants other than insurance compa-
nies.

933.12 Character of management require-
ment.

933.13 Home financing policy requirement.
933.14 De novo insured depository institu-

tion applicants.
933.15 Recent merger or acquisition appli-

cants.
933.16 Financial condition requirement for

insurance company applicants.
933.17 Rebuttable presumptions.
933.18 Determination of appropriate Bank

district for membership.

Subpart D—Stock Requirements

933.19 Par value and price of stock.
933.20 Stock purchase.
933.21 Issuance and form of stock.
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933.23 Purchase of excess stock.
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933.24 Consolidations of members.
933.25 Consolidations involving nonmem-
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933.26 Procedure for withdrawal.
933.27 Procedure for removal.
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Subpart G—Orderly Liquidation of
Advances and Redemption of Stock

933.29 Orderly liquidation of advances and
redemption of stock.

Subpart H—Reacquisition of Membership

933.30 Reacquisition of membership.

Subpart I—Bank Access to Information

933.31 Reports and examinations.

Subpart J—Membership Insignia

933.32 Official membership insignia.

AUTHORITY: 12 U.S.C. 1422, 1422a, 1422b, 1423,
1424, 1426, 1430, 1442.

SOURCE: 58 FR 43542, Aug. 17, 1993, unless
otherwise noted.

Subpart A—Definitions

§ 933.1 Definitions.
For purposes of this part:
(a) Act means the Federal Home Loan

Bank Act, as amended (12 U.S.C. 1421
through 1449).

(b) Adjusted net income means net in-
come, excluding extraordinary items
such as income received from or ex-
pense incurred in sales of securities or
fixed assets, reported on a regulatory
financial report.

(c) Aggregate unpaid loan principal
means the aggregate unpaid principal
of a subscriber’s or member’s home
mortgage loans, home-purchase con-
tracts, and similar obligations.

(d) Allowance for loan and lease losses
means a specified balance-sheet ac-
count held to fund potential losses on
loans or leases, that is reported on a
regulatory financial report.

(e) Appropriate Federal banking agency
has the same meaning as used in 12
U.S.C. 1813(q) and, for federally insured
credit unions, shall mean the National
Credit Union Administration.

(f) Appropriate state regulator means
any state officer, agency, supervisor or
other entity that has regulatory au-
thority over, or is empowered to insti-
tute enforcement action against, an ap-
plicant for Bank membership.

(g) Bank means a Federal Home Loan
Bank established under the authority
of the Act.

(h) Board means the Federal Housing
Finance Board.

(i) Combination business or farm prop-
erty means real property for which the
total appraised value is attributable to
residential, and business or farm uses.

(j) Composite regulatory examination
rating means a composite rating as-
signed to an institution following the
guidelines of the Uniform Financial In-
stitutions Rating System (Issued by
the Federal Financial Institutions Ex-
amination Council; for availability
contact the Federal Housing Finance
Board, FOIA Office, 1777 F Street, NW.,
Washington, DC 20006.), including a
CAMEL rating, a MACRO rating, or
other similar rating, contained in a
written regulatory examination report.

(k) Dwelling unit means a single room
or a unified combination of rooms de-
signed for residential use.

(l) Enforcement action means any
written notice, directive, order or
agreement initiated by an applicant for
Bank membership or by its appropriate
regulator to address any operational,
financial, managerial or other defi-
ciencies of the applicant identified by
such regulator, but does not include a
board of directors resolution adopted
by the applicant in response to exam-
ination weaknesses identified by such
regulator.

(m) Funded residential construction
loan means the portion of a loan se-
cured by real property made to finance
the on-site construction of dwelling
units on one-to-four family property or
multifamily property disbursed to the
borrower.

(n) Home mortgage loan means:
(1) A loan, whether or not fully amor-

tizing, or an interest in such a loan,
which is secured by a mortgage, deed of
trust, or other security agreement that
creates a first lien on one of the follow-
ing interests in property:

(i) One-to-four family property or
multifamily property, in fee simple;

(ii) A leasehold on one-to-four family
property or multifamily property
under a lease of not less than 99 years
that is renewable, or under a lease hav-
ing a period of not less than 50 years to
run from the date the mortgage was ex-
ecuted; or

(iii) Combination business or farm
property where at least 50 percent of
the total appraised value of the com-
bined property is attributable to the
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residential portion of the property or,
in the case of any community financial
institution, combination business or
farm property, on which is located a
permanent structure actually used as a
residence (other than for temporary or
seasonal housing), where the residence
constitutes an integral part of the
property. For purposes of this subpara-
graph, the term community financial in-
stitution means an institution that has
average total assets of $500,000,000 or
less, based on an average of total assets
over the three preceding years. The
Board shall adjust the limit annually
based on the annual increase, if any, in
the Consumer Price Index for all urban
consumers, as published by the Depart-
ment of Labor; or

(2) A mortgage pass-through security
that represents an undivided ownership
interest in:

(i) Long-term loans, provided that, at
the time of issuance of the security, all
of the loans meet the requirements of
paragraph (n)(1) of this section; or

(ii) A security that represents an un-
divided ownership interest in long-term
loans, provided that, at the time of
issuance of the security, all of the
loans meet the requirements of para-
graph (n)(1) of this section.

(o) Institutions which are eligible to
make application to become members
means, for purposes of 12 U.S.C.
1431(e)(2)(A), any building and loan as-
sociation, savings and loan association,
cooperative bank, homestead associa-
tion, insurance company, savings bank,
or any insured depository institution,
regardless of whether the institution
applies for or would be approved for
membership.

(p) Insured depository institution
means an insured depository institu-
tion as defined in 12 U.S.C. 1422(12).

(q) Long-term means a term to matu-
rity of five years or greater.

(r) Manufactured housing means a
manufactured home as defined in sec-
tion 603(6) of the Manufactured Home
Construction and Safety Standards Act
of 1974, as amended (42 U.S.C. 5402(6)).

(s) Member means an institution that
has been approved for membership in a
Bank and has purchased capital stock
in the Bank in accordance with §§ 933.20
or 933.25 of this part.

(t) Multifamily property means:

(1) Real property that is solely resi-
dential and includes five or more dwell-
ing units; or

(2) Real property that includes five or
more dwelling units combined with
commercial units, provided that the
property is primarily residential; or

(3) Nursing homes, dormitories, or
homes for the elderly.

(u) Nonperforming loans and leases
means the sum of the following, re-
ported on a regulatory financial report:
Loans and leases that have been past
due for 90 days (60 days in the case of
credit union applicants) or longer but
are still accruing; loans and leases on a
nonaccrual basis; and restructured
loans and leases (not already reported
as nonperforming).

(v) Nonresidential real property means
real property that is not used for resi-
dential purposes, including business or
industrial property, hotels, motels,
churches, hospitals, educational and
charitable institution buildings or fa-
cilities, clubs, lodges, association
buildings, golf courses, recreational fa-
cilities, farm property not containing a
dwelling unit, or similar types of prop-
erty.

(w) One-to-four family property means:
(1) Real property that is solely resi-

dential, including one-to-four family
dwelling units or more than four fam-
ily dwelling units if each dwelling unit
is separated from the other dwelling
units by dividing walls that extend
from ground to roof, such as row
houses, townhouses or similar types of
property;

(2) Manufactured housing if applica-
ble state law defines the purchase or
holding of manufactured housing as the
purchase or holding of real property;

(3) Individual condominium dwelling
units or interests in individual cooper-
ative housing dwelling units that are
part of a condominium or cooperative
building without regard to the number
of total dwelling units therein; or

(4) Real property which includes one-
to-four family dwelling units combined
with commercial units, provided the
property is primarily residential.

(x) Other real estate owned means all
other real estate owned (i.e., foreclosed
and repossessed real estate), reported
on a regulatory financial report, and
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does not include direct and indirect in-
vestments in real estate ventures.

(y) Appropriate regulator means a reg-
ulatory entity listed in § 933.8, as appli-
cable.

(z) Regulatory examination report
means a written report of examination
prepared by the applicant’s appropriate
regulator, containing, in the case of in-
sured depository institution appli-
cants, a composite rating assigned to
the institution following the guidelines
of the Uniform Financial Institutions
Rating System, including a CAMEL
rating, a MACRO rating, or other simi-
lar rating.

(aa) Regulatory financial report means
a financial report that an applicant is
required to file with its appropriate
regulator on a specific periodic basis,
including the quarterly call report for
commercial banks, thrift financial re-
port for savings associations, quarterly
or semi-annual call report for credit
unions, the National Association of In-
surance Commissioners’ annual or
quarterly report for insurance compa-
nies, or other similar report, including
such report maintained by the appro-
priate regulator on a computer on-line
database.

(bb) Residential mortgage loan means
any one of the following types of loans,
whether or not fully amortizing:

(1) Home mortgage loans;
(2) Funded residential construction

loans;
(3) Loans secured by manufactured

housing whether or not defined by
state law as secured by an interest in
real property;

(4) Loans secured by junior liens on
one-to-four family property or multi-
family property;

(5) Mortgage pass-through securities
representing an undivided ownership
interest in:

(i) Loans that meet the requirements
of paragraphs (bb) (1) through (4) of
this section at the time of issuance of
the security;

(ii) Securities representing an undi-
vided ownership interest in loans, pro-
vided that, at the time of issuance of
the security, all of the loans meet the
requirements of paragraphs (bb) (1)
through (4) of this section; or

(iii) Mortgage debt securities as de-
fined in paragraph (bb)(6) of this sec-
tion;

(6) Mortgage debt securities secured
by:

(i) Loans, provided that, at the time
of issuance of the security, substan-
tially all of the loans meet the require-
ments of paragraphs (bb) (1) through (4)
of this section;

(ii) Securities that meet the require-
ments of paragraph (bb)(5) of this sec-
tion; or

(iii) Securities secured by assets, pro-
vided that, at the time of issuance of
the security, all of the assets meet the
requirements of paragraphs (bb) (1)
through (5) of this section;

(7) Home mortgage loans secured by a
leasehold interest, as defined in para-
graph (n)(1)(ii) of this section, except
that the period of the lease term may
be for any duration; or

(8) Loans that finance properties or
activities that, if made by a member,
would satisfy the statutory require-
ments for the Community Investment
Program established under section 10(i)
of the Act, or the regulatory require-
ments established for any community
investment cash advance program au-
thorized by section 10(j)(10) of the Act.

(cc) State includes a State of the
United States, American Samoa, the
Commonwealth of the Northern Mari-
ana Islands, the District of Columbia,
Guam, Puerto Rico, or the Virgin Is-
lands of the United States.

(dd) Total assets means the total as-
sets reported on a regulatory financial
report.

(ee) Consolidation includes a consoli-
dation, a merger, or a purchase of all of
the assets and assumption of all of the
liabilities of an entity by another en-
tity.

[61 FR 42542, Aug. 16, 1996, as amended at 63
FR 3455, Jan. 23, 1998; 63 FR 35127, June 29,
1998; 63 FR 40023, July 27, 1998]

Subpart B—Membership
Application Process

SOURCE: 61 FR 42543 Aug. 16, 1996, unless
otherwise noted.
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§ 933.2 Membership application re-
quirements.

(a) Application. An applicant for
membership in a Bank shall submit to
that Bank an application that satisfies
the requirements of this part. The ap-
plication shall include a written reso-
lution or certification duly adopted by
the applicant’s board of directors, or by
an individual with authority to act on
behalf of the applicant’s board of direc-
tors, of the following:

(1) Applicant review. Applicant has re-
viewed the requirements of this part
and, as required by this part, has pro-
vided to the best of applicant’s knowl-
edge the most recent, accurate and
complete information available; and

(2) Duty to supplement. Applicant will
promptly supplement the application
with any relevant information that
comes to applicant’s attention prior to
the Bank’s decision on whether to ap-
prove or deny the application, and if
the Bank’s decision is appealed pursu-
ant to § 933.5 of this part, prior to reso-
lution of any appeal by the Board.

(b) Digest. The Bank shall prepare a
written digest for each applicant stat-
ing whether or not the applicant meets
each of the requirements in §§ 933.6 to
933.18 of this part, the Bank’s findings
and the reasons therefor.

(c) File. The Bank shall maintain a
membership file for each applicant for
at least three years after the Bank de-
cides whether to approve or deny mem-
bership and the resolution of any ap-
peal to the Board. The membership file
shall contain at a minimum:

(1) Digest. The digest required by
paragraph (b) of this section.

(2) Required documents. All documents
required by §§ 933.6 to 933.18 of this part,
including those documents required to
establish or rebut a presumption under
this part, shall be described in and at-
tached to the digest. The Bank may re-
tain in the file only the relevant por-
tions of the regulatory financial re-
ports required by this part. If an appli-
cant’s appropriate regulator requires
return or destruction of a regulatory
examination report, the date that the
report is returned or destroyed shall be
noted in the file.

(3) Additional documents. Any addi-
tional document submitted by the ap-
plicant, or otherwise obtained or gen-

erated by the Bank, concerning the ap-
plicant.

(4) Decision resolution. The decision
resolution described in § 933.3(b) of this
part.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42543, Aug. 16, 1996, as amended at 63
FR 40023, July 27, 1998]

§ 933.3 Decision on application.
(a) Authority. The Board authorizes

the Banks to approve or deny all appli-
cations for membership, subject to the
requirements of this part. The Bank
may delegate the authority to approve
membership applications only to a
committee of the Bank’s board of di-
rectors, the Bank president, or a senior
officer who reports directly to the
Bank president other than an officer
with responsibility for business devel-
opment.

(b) Decision resolution. For each appli-
cant, the Bank shall prepare a written
resolution duly adopted by the Bank’s
board of directors, by a committee of
the board of directors, or by an officer
with delegated authority to approve
membership applications. The decision
resolution shall state:

(1) That the statements in the digest
are accurate to the best of the Bank’s
knowledge, and are based on a diligent
and comprehensive review of all avail-
able information identified in the di-
gest; and

(2) The Bank’s decision and the rea-
sons therefor. Decisions to approve an
application should state specifically
that: the applicant is authorized under
the laws of the United States and the
laws of the appropriate state to become
a member of, purchase stock in, do
business with, and maintain deposits
in, the Bank to which the applicant has
applied; and the applicant meets all of
the membership eligibility criteria of
the Act and this part.

(c) Action on applications. The Bank
shall act on an application within 60
calendar days of the date the Bank
deems the application to be complete.
An application is ‘‘complete’’ when a
Bank has obtained all the information
required by this part, and any other in-
formation the Bank deems necessary,
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to process the application. If an appli-
cation that was deemed complete sub-
sequently is deemed incomplete be-
cause the Bank determines during the
review process that additional informa-
tion is necessary to process the appli-
cation, the Bank may stop the 60-day
clock until the application again is
deemed complete, and then resume the
clock where it left off. The Bank shall
notify an applicant in writing when its
application is deemed by the Bank to
be complete, and shall maintain a copy
of such letter in the applicant’s mem-
bership file. The Bank shall notify an
applicant if the 60-day clock is stopped,
and when the clock is resumed, and
shall maintain a written record of such
notifications in the applicant’s mem-
bership file. Within 3 business days of a
Bank’s decision on an application, the
Bank shall provide the applicant and
the Board’s Executive Secretary with a
copy of the Bank’s decision resolution.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42543, Aug. 16, 1996, as amended at 63
FR 40023, July 27, 1998]

§ 933.4 Automatic membership.
(a) Automatic membership for manda-

tory members. Any institution required
by law to become a member of a Bank
automatically shall become a member
of the Bank of the district in which its
principal place of business is located
upon the purchase of stock in that
Bank pursuant to § 933.20(b)(1) of this
part.

(b) Automatic membership for certain
charter conversions. An insured deposi-
tory institution member that converts
from one charter type to another auto-
matically shall become a member of
the Bank of which the converting insti-
tution was a member on the effective
date of such conversion, provided that
the converting institution continues to
be an insured depository institution
and the assets of the institution imme-
diately before and immediately after
the conversion are not materially dif-
ferent. In such case, all relationships
existing between the member and the
Bank at the time of such conversion
may continue.

(c) Automatic membership for transfers.
Any member whose membership is
transferred pursuant to § 933.18(d) of
this part automatically shall become a
member of the Bank to which it trans-
fers.

(d) Automatic membership, in the
Bank’s discretion, for certain consolida-
tions. (1) If a member institution (or in-
stitutions) and a nonmember institu-
tion are consolidated and the consoli-
dated institution has its principal
place of business in a state in the same
Bank district as the disappearing insti-
tution (or institutions), and the con-
solidated institution will operate under
the charter of the nonmember institu-
tion, on the effective date of the con-
solidation, the consolidated institution
may, in the discretion of the Bank of
which the disappearing institution (or
institutions) was a member imme-
diately prior to the effective date of
the consolidation, automatically be-
come a member of such Bank upon the
purchase of stock in that Bank pursu-
ant to § 933.20, provided that:

(i) 90 percent or more of the total as-
sets of the consolidated institution are
derived from the total assets of the dis-
appearing member institution (or insti-
tutions); and

(ii) The consolidated institution pro-
vides written notice to such Bank,
within 60 calendar days after the effec-
tive date of the consolidation, that it
desires to be a member of the Bank.

(2) The provisions of § 933.25(d)(1)(i)
shall apply, and upon approval of auto-
matic membership by the Bank, the
provisions of §§ 933.25(d)(2)(i), (e) and (f)
shall apply.

[61 FR 42543, Aug. 16, 1996, as amended at 63
FR 40024, July 27, 1998]

§ 933.5 Appeals.

(a) Appeals by applicants—(1) Filing
procedure. Within 90 calendar days of
the date of a Bank’s decision to deny
an application for membership, the ap-
plicant may file a written appeal of the
decision with the Board.

(2) Documents. The applicant’s appeal
shall be addressed to the Executive
Secretary, Federal Housing Finance
Board, 1777 F Street, NW., Washington,
DC 20006, with a copy to the Bank, and
shall include the following documents:
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(i) Bank’s decision resolution. A copy
of the Bank’s decision resolution; and

(ii) Basis for appeal. A statement of
the basis for the appeal by the appli-
cant with sufficient facts, information,
analysis and explanation to rebut any
applicable presumptions and otherwise
support the applicant’s position.

(b) Record for appeal—(1) Copy of mem-
bership file. Upon receiving a copy of an
appeal, the Bank whose action has been
appealed (appellee Bank) shall provide
the Board with a copy of the appli-
cant’s complete membership file. Until
the Board resolves the appeal, the ap-
pellee Bank shall supplement the ma-
terials provided to the Board as any
new materials are received.

(2) Additional information. The Board
may request additional information or
further supporting arguments from the
appellant, the appellee Bank or any
other party that the Board deems ap-
propriate.

(c) Deciding appeals. The Board shall
consider the record for appeal de-
scribed in paragraph (b) of this section
and shall resolve the appeal based on
the requirements of the Act and this
part within 90 calendar days of the date
the appeal is filed with the Board. In
deciding the appeal, the Board shall
apply the presumptions in this part,
unless the appellant or appellee Bank
presents evidence to rebut a presump-
tion as provided in § 933.17 of this part.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

Subpart C—Eligibility
Requirements

SOURCE: 61 FR 42545, Aug. 16, 1996, unless
otherwise noted.

§ 933.6 General eligibility require-
ments.

(a) Requirements. Any building and
loan association, savings and loan asso-
ciation, cooperative bank, homestead
association, insurance company, sav-
ings bank, or insured depository insti-
tution, upon application satisfying all
of the requirements of the Act and this
part, shall be eligible to become a
member of a Bank if:

(1) It is duly organized under the laws
of any State or of the United States;

(2) It is subject to inspection and reg-
ulation under the banking laws, or
under similar laws, of any State or of
the United States;

(3) It makes long-term home mort-
gage loans;

(4) Its financial condition is such
that advances may be safely made to
it;

(5) The character of its management
is consistent with sound and economi-
cal home financing; and

(6) Its home financing policy is con-
sistent with sound and economical
home financing.

(b) Additional eligibility requirement for
insured depository institutions. In order
to be eligible to become a member of a
Bank, an insured depository institu-
tion applicant also must have at least
10 percent of its total assets in residen-
tial mortgage loans.

(c) Additional eligibility requirement for
applicants that are not insured depository
institutions. In order to be eligible to
become a member of a Bank, an appli-
cant that is not an insured depository
institution also must have mortgage-
related assets that reflect a commit-
ment to housing finance, as determined
by the Bank in its discretion.

(d) Ineligibility. Except as otherwise
provided in this part, if an applicant
does not satisfy the requirements of
this part, the applicant is ineligible for
membership.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

§ 933.7 Duly organized requirement.

An applicant shall be deemed to be
duly organized as required by section
4(a)(1)(A) of the Act and § 933.6(a)(1) of
this part, if it is chartered by a state or
federal agency as a building and loan
association, savings and loan associa-
tion, cooperative bank, homestead as-
sociation, insurance company, savings
bank or insured depository institution.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00635 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



640

12 CFR Ch. IX (1–1–99 Edition) § 933.8

§ 933.8 Subject to inspection and regu-
lation requirement.

An applicant shall be deemed to be
subject to inspection and regulation as
required by section 4(a)(1)(B) of the Act
and § 933.6(a)(2) of this part, if, in the
case of a depository institution appli-
cant, it is subject to inspection and
regulation by the Federal Deposit In-
surance Corporation, the Federal Re-
serve Board, the National Credit Union
Administration, the Office of the
Comptroller of the Currency, the Office
of Thrift Supervision, or other appro-
priate state regulator, and, in the case
of an insurance company applicant, it
is subject to inspection and regulation
by an appropriate state regulator ac-
credited by the National Association of
Insurance Commissioners.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

§ 933.9 Makes long-term home mort-
gage loans requirement.

An applicant shall be deemed to
make long-term home mortgage loans
as required by section 4(a)(1)(C) of the
Act and § 933.6(a)(3) of this part, if,
based on the applicant’s most recent
regulatory financial report filed with
its appropriate regulator, the applicant
originates or purchases long-term
home mortgage loans.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 40023, July 27, 1998]

§ 933.10 10 percent requirement for in-
sured depository institution appli-
cants.

An insured depository institution ap-
plicant shall be deemed to be in com-
pliance with the 10 percent require-
ment of section 4(a)(2)(A) of the Act
and § 933.6(b) of this part, if, based on
the applicant’s most recent regulatory
financial report filed with its appro-
priate regulator, the applicant has at
least 10 percent of its total assets in
residential mortgage loans, except that
any assets used to secure mortgage
debt securities as described in

§ 933.1(bb)(6) of this part shall not be
used to meet this requirement.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 40023, July 27, 1998]

§ 933.11 Financial condition require-
ment for applicants other than in-
surance companies.

(a) Review requirement. In determin-
ing whether an applicant other than an
insurance company has complied with
the financial condition requirement of
section 4(a)(2)(B) of the Act and
§ 933.6(a)(4) of this part, the Bank shall
obtain as a part of the membership ap-
plication and review each of the follow-
ing documents:

(1) Regulatory financial reports. The
regulatory financial reports filed by
the applicant with its appropriate reg-
ulator for the last six calendar quar-
ters and three year-ends preceding the
date the Bank receives the application;

(2) Financial statement. In order of
preference: the most recent independ-
ent audit of the applicant conducted in
accordance with generally accepted au-
diting standards by a certified public
accounting firm which submits a re-
port on the applicant; the most recent
independent audit of the applicant’s
parent holding company conducted in
accordance with generally accepted au-
diting standards by a certified public
accounting firm which submits a re-
port on the consolidated holding com-
pany but not on the applicant sepa-
rately; the most recent Directors’ ex-
amination of the applicant conducted
in accordance with generally accepted
auditing standards by a certified public
accounting firm; the most recent Di-
rectors’ examination of the applicant
performed by other external auditors;
the most recent review of the appli-
cant’s financial statements by external
auditors; the most recent Compilation
of the applicant’s financial statements
by external auditors; or the most re-
cent audit of other procedures of the
applicant;

(3) Regulatory examination report. The
applicant’s most recent available regu-
latory examination report prepared by
its appropriate regulator, a summary

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00636 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



641

Federal Housing Finance Board § 933.12

prepared by the Bank of the applicant’s
strengths and weaknesses as cited in
the regulatory examination report, and
a summary prepared by the Bank or
applicant of actions taken by the appli-
cant to respond to examination weak-
nesses;

(4) Enforcement actions. A description
prepared by the Bank or applicant of
any outstanding enforcement actions
against the applicant, responses by the
applicant, reports as required by the
enforcement action, and verbal or writ-
ten indications, if available, from the
appropriate regulator of how the appli-
cant is complying with the terms of
the enforcement action; and

(5) Additional information. Any other
relevant document or information con-
cerning the applicant that comes to
the Bank’s attention in reviewing the
applicant’s financial condition.

(b) Standards. An applicant other
than an insurance company shall be
deemed to be in compliance with the fi-
nancial condition requirement of sec-
tion 4(a)(2)(B) of the Act and
§ 933.6(a)(4) of this part, if:

(1) Recent composite regulatory exam-
ination rating. The applicant has re-
ceived a composite regulatory exam-
ination rating from its appropriate reg-
ulator within two years preceding the
date the Bank receives the application;

(2) Capital requirement. The applicant
meets all of its minimum statutory
and regulatory capital requirements as
reported in its most recent quarter-end
regulatory financial report filed with
its appropriate regulator; and

(3) Minimum performance standard. (i)
The applicant’s most recent composite
regulatory examination rating from its
appropriate regulator within the past
two years was ‘‘1;’’ or, was ‘‘2’’ or ‘‘3’’
and, based on the applicant’s most re-
cent regulatory financial report filed
with its appropriate regulator, the ap-
plicant satisfied all of the following
performance trend criteria:

(A) Earnings. The applicant’s ad-
justed net income was positive in four
of the six most recent calendar quar-
ters;

(B) Nonperforming assets. The appli-
cant’s nonperforming loans and leases
plus other real estate owned, did not
exceed 10 percent of its total loans and

leases plus other real estate owned, in
the most recent calendar quarter; and

(C) Allowance for loan and lease losses.
The applicant’s ratio of its allowance
for loan and lease losses plus the allo-
cated transfer risk reserve to non-
performing loans and leases was 60 per-
cent or greater during 4 of the 6 most
recent calendar quarters.

(ii) For applicants that are not re-
quired to report financial data to their
appropriate regulator on a quarterly
basis, the information required in para-
graph (b)(3)(i) of this section may be
reported on a semiannual basis.

(c) Eligible collateral not considered.
The availability of sufficient eligible
collateral to secure advances to the ap-
plicant is presumed and shall not be
considered in determining whether an
applicant is in the financial condition
required by section 4(a)(2)(B) of the Act
and § 933.6(a)(4) of this part.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 40023, 40024, July 27, 1998]

§ 933.12 Character of management re-
quirement.

An applicant shall be deemed to be in
compliance with the character of man-
agement requirement of section
4(a)(2)(C) of the Act and § 933.6(a)(5) of
this part, if the applicant provides to
the Bank an unqualified written cer-
tification duly adopted by the appli-
cant’s board of directors, or by an indi-
vidual with authority to act on behalf
of the applicant’s board of directors,
that:

(a) Enforcement actions. Neither the
applicant nor any of its directors or
senior officers is subject to, or operat-
ing under, any enforcement action in-
stituted by its appropriate regulator;

(b) Criminal, civil or administrative pro-
ceedings. Neither the applicant nor any
of its directors or senior officers has
been the subject of any criminal, civil
or administrative proceedings reflect-
ing upon creditworthiness, business
judgment, or moral turpitude since the
most recent regulatory examination
report; and
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(c) Criminal, civil or administrative
monetary liabilities, lawsuits or judg-
ments. There are no known potential
criminal, civil or administrative mone-
tary liabilities, material pending law-
suits, or unsatisfied judgments against
the applicant or any of its directors or
senior officers since the most recent
regulatory examination report, that
are significant to the applicant’s oper-
ations.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 40023, July 27, 1998]

§ 933.13 Home financing policy re-
quirement.

(a) Standard. An applicant shall be
deemed to be in compliance with the
home financing policy requirement of
section 4(a)(2)(C) of the Act and
§ 933.6(a)(6) of this part, if the applicant
has received a Community Reinvest-
ment Act (CRA) rating of ‘‘Satisfac-
tory’’ or better on its most recent for-
mal, or if unavailable, informal or pre-
liminary, CRA performance evaluation.

(b) Written justification required. An
applicant that is not subject to the
CRA shall file as part of its application
for membership a written justification
acceptable to the Bank of how and why
the applicant’s home financing policy
is consistent with the Bank System’s
housing finance mission.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

§ 933.14 De novo insured depository in-
stitution applicants.

(a)(1) Duly organized, subject to inspec-
tion and regulation, financial condition
and character of management require-
ments. An insured depository institu-
tion applicant whose date of charter
approval is within three years prior to
the date the Bank receives the appli-
cant’s application for membership in
the Bank, is deemed to meet the re-
quirements of §§ 933.7, 933.8, 933.11 and
933.12.

(2) Makes long-term home mortgage
loans requirement. The applicant shall
be deemed to make long-term home

mortgage loans as required by § 933.9 of
this part, if it has filed as part of its
application for membership a written
justification acceptable to the Bank of
how its home financing credit policy
and lending practices will include orig-
inating or purchasing long-term home
mortgage loans.

(3) 10 percent requirement. The appli-
cant shall have until one year after
commencing its initial business oper-
ations to meet the 10 percent require-
ment of § 933.10 of this part.

(4) Home financing policy requirement—
(i) Conditional approval. An applicant
that has not received its first formal,
or if unavailable, informal or prelimi-
nary, Community Reinvestment Act
(CRA) performance evaluation, shall be
conditionally deemed to be in compli-
ance with the home financing policy
requirement of section 4(a)(2)(C) of the
Act and § 933.6(a)(6) of this part, if the
applicant has filed as part of its appli-
cation for membership a written jus-
tification acceptable to the Bank of
how and why its home financing credit
policy and lending practices will meet
the credit needs of its community. An
applicant that receives such condi-
tional membership approval is subject
to the stock purchase requirements of
§ 933.20 of this part and the advances
provisions of 12 CFR part 935.

(ii) Approval. The applicant shall be
deemed to be in compliance with the
home financing policy requirement of
section 4(a)(2)(C) of the Act and
§ 933.6(a)(6) of this part upon receipt by
the Bank of evidence from the appli-
cant that it received a CRA rating of
‘‘Satisfactory’’ or better on its first
formal, or if unavailable, informal or
preliminary, CRA performance evalua-
tion.

(iii) Conditional approval deemed null
and void. If the applicant’s first such
CRA rating is ‘‘Needs to Improve’’ or
‘‘Substantial Non-Compliance,’’ the ap-
plicant shall be deemed to be in non-
compliance with the home financing
policy requirement of section 4(a)(2)(C)
of the Act and § 933.6(a)(6) of this part,
subject to rebuttal by the applicant
under § 933.17(f) of this part, and its
conditional membership approval is
deemed null and void.
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(iv) Treatment of outstanding advances
and Bank stock. If the applicant’s con-
ditional membership approval is
deemed null and void pursuant to para-
graph (a)(4)(iii) of this section, the liq-
uidation of any outstanding indebted-
ness owed by the applicant to the Bank
and redemption of stock of such Bank
shall be carried out in accordance with
§ 933.29 of this part.

(b) [Reserved]

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 40024, July 27, 1998]

§ 933.15 Recent merger or acquisition
applicants.

An applicant that merged with or ac-
quired another institution prior to the
date the Bank receives its application
for membership is subject to the re-
quirements of §§ 933.7 to 933.13 of this
part except as provided in this section.

(a) Financial condition requirement—(i)
Regulatory financial reports. For pur-
poses of § 933.11(a)(1) of this part, an ap-
plicant that, as a result of a merger or
acquisition preceding the date the
Bank receives its application for mem-
bership, has not yet filed regulatory fi-
nancial reports with its appropriate
regulator for the last six calendar
quarters and three year-ends preceding
such date, shall provide any regulatory
financial reports that the applicant has
filed with its appropriate regulator.

(ii) Performance trend criteria. For
purposes of § 933.11(b)(3)(i) (A) to (C) of
this part, an applicant that, as a result
of a merger or acquisition preceding
the date the Bank receives its applica-
tion for membership, has not yet filed
combined regulatory financial reports
with its appropriate regulator for the
last six calendar quarters preceding
such date, shall provide pro forma com-
bined financial statements for those
calendar quarters in which actual com-
bined regulatory financial reports are
unavailable.

(b) Home financing policy requirement.
For purposes of § 933.13 of this part, an
applicant that, as a result of a merger
or acquisition preceding the date the
Bank receives its application for mem-
bership, has not received its first for-

mal, or if unavailable, informal or pre-
liminary, Community Reinvestment
Act performance evaluation, shall file
as part of its application a written jus-
tification acceptable to the Bank of
how and why the applicant’s home fi-
nancing credit policy and lending prac-
tices will meet the credit needs of its
community.

(c) Makes long-term home mortgage
loans requirement; 10 percent requirement.
For purposes of determining compli-
ance with §§ 933.9 and 933.10, a Bank
may, in its discretion, permit an appli-
cant that, as a result of a merger or ac-
quisition preceding the date the Bank
receives its application for member-
ship, has not yet filed a consolidated
regulatory financial report as a com-
bined entity with its appropriate regu-
lator, to provide the combined pro
forma financial statement for the com-
bined entity filed with the regulator
that approved the merger or acquisi-
tion.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 40023, 40024, July 27, 1998]

§ 933.16 Financial condition require-
ment for insurance company appli-
cants.

An insurance company applicant
shall be deemed to meet the financial
condition requirement of section
4(a)(2)(B) of the Act and § 933.6(a)(4) of
this part, if, based on the information
contained in the applicant’s most re-
cent regulatory financial report filed
with its appropriate regulator, the ap-
plicant meets all of its minimum stat-
utory and regulatory capital require-
ments and the capital standards estab-
lished by the National Association of
Insurance Commissioners.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 40023, July 27, 1998]

§ 933.17 Rebuttable presumptions.
(a) Rebutting presumptive compliance.

The presumption that an applicant
meeting the requirements of §§ 933.7 to
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933.16 of this part is in compliance with
section 4(a) of the Act and § 933.6 (a)
and (b) of this part, may be rebutted,
and the Bank may deny membership to
the applicant, if the Bank obtains sub-
stantial evidence to overcome the pre-
sumption of compliance.

(b) Rebutting presumptive noncompli-
ance. The presumption that an appli-
cant not meeting a particular require-
ment of §§ 933.8, 933.11, 933.12, 933.13, or
933.16 of this part is in noncompliance
with section 4(a) of the Act and
§ 933.6(a) (2), (4), (5) or (6) of this part,
may be rebutted, and the applicant
shall be deemed to meet such require-
ment, if the applicable requirements in
this section are satisfied.

(c) Presumptive noncompliance by in-
surance company applicant with ‘‘subject
to inspection and regulation’’ requirement
of § 933.8. If an insurance company ap-
plicant is not subject to inspection and
regulation by an appropriate state reg-
ulator accredited by the National Asso-
ciation of Insurance Commissioners
(NAIC), as required by § 933.8 of this
part, the applicant or the Bank shall
prepare a written justification that
provides substantial evidence accept-
able to the Bank that the applicant is
subject to inspection and regulation as
required by § 933.6(a)(2) of this part,
notwithstanding the lack of NAIC ac-
creditation.

(d) Presumptive noncompliance with fi-
nancial condition requirements of §§ 933.11
and 933.16—(1) Applicants other than in-
surance companies. For applicants other
than insurance companies, in the case
of an applicant’s lack of a composite
regulatory examination rating within
the two-year period required by
§ 933.11(b)(1) of this part, a variance
from the rating required by
§ 933.11(b)(3)(i) of this part, or a vari-
ance from a performance trend cri-
terion required by § 933.11(b)(3)(i) of this
part, the applicant or the Bank shall
prepare a written justification pertain-
ing to such requirement that provides
substantial evidence acceptable to the
Bank that the applicant is in the finan-
cial condition required by § 933.6(a)(4)
of this part, notwithstanding the lack
of rating or variance.

(2) Insurance company applicants. In
the case of an insurance company ap-
plicant’s variance from a capital re-

quirement or standard of § 933.16 of this
part, the applicant or the Bank shall
prepare a written justification pertain-
ing to such requirement or standard
that provides substantial evidence ac-
ceptable to the Bank that the appli-
cant is in the financial condition re-
quired by § 933.6(a)(4) of this part, not-
withstanding the variance.

(e) Presumptive noncompliance with
character of management requirement of
§ 933.12—(1) Enforcement actions. If an
applicant or any of its directors or sen-
ior officers is subject to, or operating
under, any enforcement action insti-
tuted by its appropriate regulator, the
applicant shall provide or the Bank
shall obtain:

(i) Regulator confirmation. Written or
verbal confirmation from the appli-
cant’s appropriate regulator that the
applicant or its directors or senior offi-
cers are in substantial compliance with
all aspects of the enforcement action;
or

(ii) Written analysis. A written analy-
sis acceptable to the Bank indicating
that the applicant or its directors or
senior officers are in substantial com-
pliance with all aspects of the enforce-
ment action. The written analysis shall
state each action the applicant or its
directors or senior officers are required
to take by the enforcement action, the
actions actually taken by the applicant
or its directors or senior officers, and
whether the applicant regards this as
substantial compliance with all aspects
of the enforcement action.

(2) Criminal, civil or administrative pro-
ceedings. If an applicant or any of its
directors or senior officers has been the
subject of any criminal, civil or admin-
istrative proceedings reflecting upon
creditworthiness, business judgment,
or moral turpitude since the most re-
cent regulatory examination report,
the applicant shall provide or the Bank
shall obtain:

(i) Regulator confirmation. Written or
verbal confirmation from the appli-
cant’s appropriate regulator that the
proceedings will not likely result in en-
forcement action; or

(ii) Written analysis. A written analy-
sis acceptable to the Bank indicating
that the proceedings will not likely re-
sult in enforcement action. The writ-
ten analysis shall state the severity of
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the charges, and any mitigating action
taken by the applicant or its directors
or senior officers.

(3) Criminal, civil or administrative
monetary liabilities, lawsuits or judg-
ments. If there are any known potential
criminal, civil or administrative mone-
tary liabilities, material pending law-
suits, or unsatisfied judgments against
the applicant or any of its directors or
senior officers since the most recent
regulatory examination report, that
are significant to the applicant’s oper-
ations, the applicant shall provide or
the Bank shall obtain:

(i) Regulator confirmation. Written or
verbal confirmation from the appli-
cant’s appropriate regulator that the
liabilities, lawsuits or judgments will
not likely cause the applicant to fall
below its applicable capital require-
ments set forth in §§ 933.11(b)(2) and
933.16 of this part; or

(ii) Written analysis. A written analy-
sis acceptable to the Bank indicating
that the liabilities, lawsuits or judg-
ments will not likely cause the appli-
cant to fall below its applicable capital
requirements set forth in §§ 933.11(b)(2)
and 933.16 of this part. The written
analysis shall state the likelihood of
the applicant or its directors or senior
officers prevailing, and the financial
consequences if the applicant or its di-
rectors or senior officers do not pre-
vail.

(f) Presumptive noncompliance with
home financing policy requirements of
§§ 933.13, 933.14(a)(4), and 933.14(b)(3). If
an applicant received a ‘‘Substantial
Non-Compliance’’ rating on its most
recent formal, or if unavailable, infor-
mal or preliminary, Community Rein-
vestment Act (CRA) performance eval-
uation, or a ‘‘Needs to Improve’’ CRA
rating on its most recent formal, or if
unavailable, informal or preliminary,
CRA performance evaluation and a
CRA rating of ‘‘Needs to Improve’’ or
better on any immediately preceding
CRA performance evaluation, the ap-
plicant shall provide or the Bank shall
obtain:

(1) Regulator confirmation. Written or
verbal confirmation from the appli-
cant’s appropriate regulator of the ap-
plicant’s recent satisfactory CRA per-
formance, including any corrective ac-
tion that substantially improved upon

the deficiencies cited in the most re-
cent CRA performance evaluation(s); or

(2) Written analysis. A written analy-
sis acceptable to the Bank demonstrat-
ing that the CRA rating is unrelated to
home financing, and providing substan-
tial evidence of how and why the appli-
cant’s home financing credit policy and
lending practices meet the credit needs
of its community.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 40023, July 27, 1998]

§ 933.18 Determination of appropriate
Bank district for membership.

(a) Eligibility. (1) An institution eligi-
ble to become a member of a Bank
under the Act and this part may be-
come a member only of the Bank of the
district in which the institution’s prin-
cipal place of business is located, ex-
cept as provided in paragraph (a)(2) of
this section. A member shall promptly
notify its Bank in writing whenever it
relocates its principal place of business
to another state and the Bank shall in-
form the Finance Board in writing of
any such relocation.

(2) An institution eligible to become
a member of a Bank under the Act and
this part may become a member of the
Bank of a district adjoining the dis-
trict in which the institution’s prin-
cipal place of business is located, if de-
manded by convenience and then only
with the approval of the Board.

(b) Principal place of business. Except
as otherwise designated in accordance
with this section, the principal place of
business of an institution is the state
in which the institution maintains its
home office established as such in con-
formity with the laws under which the
institution is organized.

(c) Designation of principal place of
business. (1) A member or an applicant
for membership may request in writing
to the Bank in the district where the
institution maintains its home office
that a state other than the state in
which it maintains its home office be
designated as its principal place of
business. Within 90 calendar days of re-
ceipt of such written request, the board
of directors of the Bank in the district
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where the institution maintains its
home office shall designate a state
other than the state where the institu-
tion maintains its home office as the
institution’s principal place of busi-
ness, provided all of the following cri-
teria are satisfied:

(i) At least 80 percent of the institu-
tion’s accounting books, records and
ledgers are maintained, located or held
in such designated state;

(ii) A majority of meetings of the in-
stitution’s board of directors and con-
stituent committees are conducted in
such designated state; and

(iii) A majority of the institution’s
five highest paid officers have their
place of employment located in such
designated state.

(2) Written notice of a designation
made pursuant to paragraph (c)(1) of
this section shall be sent to the Bank
in the district containing the des-
ignated state, the Board and the insti-
tution.

(3) The notice of designation made
pursuant to paragraph (c)(1) of this sec-
tion shall include the state designated
as the principal place of business and
the resulting Bank to which member-
ship will be transferred.

(4) If the board of directors of the
Bank in the district where the institu-
tion maintains its home office fails to
make the designation requested by the
member or applicant pursuant to para-
graph (c)(1) of this section, then the
member or applicant may request in
writing that the Board make the des-
ignation.

(d) Transfer of membership. (1) No
transfer of membership from one Bank
to another Bank shall take effect until
the Banks involved reach agreement on
a method of orderly transfer.

(2) In the event that the Banks in-
volved fail to agree on a method of or-
derly transfer, the Board shall deter-
mine the conditions under which the
transfer shall take place.

(e) Effect of transfer. A transfer of
membership pursuant to this section
shall be effective for all purposes, but
shall not affect voting rights in the
year of the transfer and shall not be
subject to the provisions on termi-
nation of membership set forth in sec-
tion 6 of the Act or §§ 933.26, 933.27, and
933.28, nor the restriction on reacquir-

ing Bank membership within 10 years
set forth in § 933.30.

(The information collection requirements
contained in this section have been approved
by the Office of Management and Budget
under control number 3069–0004)

[61 FR 42545, Aug. 16, 1996, as amended at 63
FR 65692, Nov. 30, 1998]

Subpart D—Stock Requirements

SOURCE: 58 FR 43542, Aug. 17, 1993, unless
otherwise noted. Redesignated at 61 FR 42542,
Aug. 16, 1996.

§ 933.19 Par value and price of stock.

The capital stock of each Bank shall
be sold at par, unless the Board has
fixed a higher price.

§ 933.20 Stock purchase.

(a) Minimum stock purchase. (1) Each
member shall purchase stock in the
Bank in which it is a member in an
amount equal to one percent of the
member’s aggregate unpaid loan prin-
cipal, but not less than $500.

(2) If a member has less than 30 per-
cent of its total assets in home mort-
gage loans, it shall purchase stock in
an amount that would be required
under paragraph (a)(1) of this section if
at least 30 percent of such member’s
total assets were home mortgage loans.

(b) Timing of minimum stock purchase.
(1) Within 60 calendar days after an in-
stitution is approved for membership
in a Bank pursuant to § 933.3 of this
part, or an institution is automatically
approved for membership pursuant to
§ 933.4 (a) or (d) of this part, the institu-
tion shall purchase its minimum stock
requirement as set forth in paragraph
(a) of this section.

(2) At the election of an institution
approved for membership, including
those automatically approved under
§ 933.4 (a) or (d) of this part, the institu-
tion may purchase its minimum stock
requirement in installments, provided
that not less than one-fourth of the
total amount shall be purchased within
60 calendar days of the date of approval
of membership, and that a further sum
of not less than one-fourth of such
total shall be purchased at the end of
each succeeding period of four months
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from the date of approval of member-
ship.

(c) Commencement of membership. An
institution that has been approved for
membership shall become a member at
the time it purchases its minimum
stock requirement or the first install-
ment thereof pursuant to this section.

(d) Failure to purchase minimum stock
requirement. If an institution that has
submitted an application and been ap-
proved for membership fails to pur-
chase its minimum stock requirement
or its first installment within 60 cal-
endar days of the date of its approval
for membership, such approval shall be
null and void and the institution, if it
wants to be a member, shall be re-
quired to submit a new application for
membership.

(e) Reports. The Bank shall make
quarterly reports to the Board setting
forth purchases by institutions ap-
proved for membership of their mini-
mum stock requirement pursuant to
this section.

[58 FR 43542, Aug. 17, 1993; 58 FR 47181, Sept.
7, 1993. Redesignated and amended at 61 FR
42542, 42549, Aug. 16, 1996; 63 FR 40024, July 27,
1998; 63 FR 65692, Nov. 30, 1998]

§ 933.21 Issuance and form of stock.
(a) A Bank shall issue to each new

member, as of the effective date of
membership, stock in the member’s
name for the amount of stock pur-
chased and paid for in full.

(b) If the member purchases stock in
installments, the stock shall be issued
in installments with the appropriate
number of shares issued after each pay-
ment is made.

(c) Stock may be issued in certifi-
cated or uncertificated form at the dis-
cretion of the Bank.

(d) A Bank may convert all outstand-
ing certificated stock to uncertificated
form at its discretion.

§ 933.22 Adjustments in stock holdings.
(a) Adjustment in general. A Bank may

from time to time increase or decrease
the amount of stock any member is re-
quired to hold.

(b)(1) Annual adjustment. A Bank
shall calculate annually, in the manner
set forth in § 933.20(a) of this part, each
member’s required minimum holdings
of stock in the Bank in which it is a
member using calendar year-end finan-
cial data provided by the member to
the Bank, pursuant to § 933.31(d) of this
part, and shall notify each member of
the adjustment. The notice shall clear-
ly state that the Bank’s calculation of
each member’s minimum stock hold-
ings is to be used to determine the
number of votes that the member may
cast in that year’s election of directors
and shall identify the state within the
district in which the member will vote.
A member that does not agree with the
Bank’s calculation of the minimum
stock requirement or with the identi-
fication of its voting state may request
the Finance Board to review the
Bank’s determination. The Finance
Board shall promptly determine the
member’s minimum required holdings
and its proper voting state, which de-
termination shall be final.

(2) Redemption of excess shares. If,
after the annual adjustment required
by paragraph (b)(1) of this section is
made, the amount of stock that a
member is required to hold is de-
creased, the Bank may, in its discre-
tion and upon proper application of the
member, retire such excess stock, and
the Bank shall pay for each share upon
surrender of the stock an amount equal
to the par value thereof (except that if
at any time the Board finds that the
paid-in capital of a Bank is or is likely
to be impaired as a result of losses in
or depreciation of the assets held, the
Bank shall on the order of the Board
withhold from the amount to be paid in
retirement of the stock a pro rata share
of the amount of such impairment as
determined by the Board) or, at its
election, the Bank may credit any part
of such payment against the member’s
debt to the Bank.

(c) A member’s stock holdings shall
not be reduced under this section to an
amount less than required by sections
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6(b), 10(c) and 10(e) of the Act, 12 U.S.C.
1426(b), 1430(c), 1430(e).

(The information collection requirements
contained in this section have been approved
where applicable by the Office of Manage-
ment and Budget under control number 3069–
0004)

[58 FR 43542, Aug. 17, 1993, as amended at 58
FR 50837, Sept. 29, 1993; 58 FR 53023, Oct. 13,
1993; 58 FR 58231, Oct. 29, 1993. Redesignated
and amended at 61 FR 42542, 42549, Aug. 16,
1996; 63 FR 65692, Nov. 30, 1998]

§ 933.23 Purchase of excess stock.

A member may purchase stock in ex-
cess of the minimum amount required
by § 933.20(a) of this part as long as such
purchase is approved by the member’s
Bank and the laws under which the
member operates permit such pur-
chase.

[58 FR 43542, Aug. 17, 1993. Redesignated and
amended at 61 FR 42542, 42549, Aug. 16, 1996]

Subpart E—Consolidations
Involving Members

SOURCE: 58 FR 43542, Aug. 17, 1993, unless
otherwise noted. Redesignated at 61 FR 42542,
Aug. 16, 1996.

§ 933.24 Consolidations of members.

(a) Consolidation of members in same
district—(1) Upon consolidation of two
or more member institutions which are
all members of the same Bank district
into one institution operating under
the charter of one of the consolidating
institutions, the transfer of the Bank
stock held by the disappearing institu-
tion(s) to the consolidated institution
shall be deemed approved by the Board
pursuant to section 6(f) of the Act, 12
U.S.C. 1426(f).

(2) The stock of the disappearing in-
stitution(s) held by a consolidated in-
stitution under this section may be re-
deemed, provided that the consolidated
institution holds the minimum amount
of stock calculated in the manner set
forth in § 933.20(a) of this part based on
the consolidated institution’s total as-
sets and the consolidated institution’s
stock holdings are not reduced to an
amount less than required by sections
6(b), 10(c) and 10(e) of the Act, 12 U.S.C.
1426(b), 1430(c), 1430(e).

(b) Consolidation of members in dif-
ferent districts—(1) Termination of mem-
bership. Upon consolidation of two
member institutions which are mem-
bers of different Banks into one insti-
tution operating under the charter of
one of the consolidating institutions,
the disappearing institution’s member-
ship terminates upon cancellation of
its charter, except that if more than 80
percent of the assets of the consoli-
dated institution are derived from the
assets of the disappearing institution,
then the consolidated institution shall
continue to be a member of the Bank of
which the disappearing institution was
a member prior to the consolidation
and the membership of the other insti-
tution terminates upon consummation
of the consolidation.

(2) Treatment of outstanding advances
and Bank stock. The liquidation of any
outstanding indebtedness owed to the
disappearing institution’s Bank and re-
demption of stock of such Bank shall
be carried out in accordance with
§ 933.29 of this part.

(3) Dividends on acquired Bank stock.
The consolidated institution is entitled
to receive dividends on outstanding
Bank stock acquired in the consolida-
tion from the disappearing institution
in accordance with section 6(g) of the
Act, 12 U.S.C. 1426(g), and § 934.17 of this
chapter.

[58 FR 43542, Aug. 17, 1993. Redesignated and
amended at 61 FR 42542, 42549, Aug. 16, 1996;
63 FR 65692, Nov. 30, 1998]

§ 933.25 Consolidations involving non-
members.

(a) Termination of membership. If a
member is consolidated into an institu-
tion that is not a member, its member-
ship in the Bank terminates upon can-
cellation of its charter.

(b) Notification of decision to seek mem-
bership. When a consolidated institu-
tion resulting from a consolidation de-
scribed in paragraph (a) of this section
has its principal place of business in a
state in the same Bank district as the
disappearing institution, the consoli-
dated institution shall have 60 calendar
days after the cancellation of the char-
ter of the disappearing institution to
notify the disappearing institution’s
Bank that it intends to apply for mem-
bership in such Bank.
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(c) Application for membership. If the
consolidated institution has provided
notification pursuant to paragraph (b)
of this section, it must apply for mem-
bership pursuant to subpart B of this
part within 60 calendar days of the no-
tification.

(d) Treatment of outstanding advances,
Bank stock and minimum stock require-
ments—(1) Prior to membership approval.
The disappearing institution’s Bank
may permit the consolidated institu-
tion to continue to hold any outstand-
ing Bank advances and stock, and the
consolidated institution shall have the
limited rights associated with such
stock in accordance with paragraphs
(e) and (f) of this section: (i) During the
initial 60-day notification period; (ii)
for 60 calendar days after receipt of no-
tification that the consolidated insti-
tution intends to apply for member-
ship; and (iii) during the processing of
an application for membership.

(2) Upon membership approval. (i) If
the application of the consolidated in-
stitution for membership is approved,
the transfer of the Bank stock held by
the disappearing institution to the con-
solidated institution shall be deemed
approved by the Board pursuant to sec-
tion 6(f) of the Act, 12 U.S.C. 1426(f).

(ii) If the application of the consoli-
dated institution for membership is ap-
proved:

(A) The consolidated institution shall
purchase any additional amount of
stock required to meet the minimum
stock requirement of § 933.20(a) of this
part, based on the consolidated institu-
tion’s total assets, within 60 calendar
days of the date of approval of member-
ship; or

(B) At the election of the consoli-
dated institution, the amount of stock
required to be purchased to meet the
requirement of § 933.20(a) of this part
may be purchased in installments, pro-
vided that not less than one-fourth of
such total additional amount shall be
purchased within 60 calendar days of
the date of approval of membership,
and that a further sum of not less than
one-fourth of such total additional
amount shall be purchased at the end
of each succeeding period of four
months from the date of approval of
membership.

(iii) A consolidated institution that
has been approved for membership
shall become a member at the time it
purchases the additional amount of
stock required to meet the minimum
stock requirement of § 933.20(a) of this
part or the first installment thereof.

(3) Upon failure to apply for or be ap-
proved for membership. If the consoli-
dated institution does not apply for
membership, or if its application for
membership is denied, then the liquida-
tion of any outstanding indebtedness
owed to the disappearing institution’s
Bank and redemption of stock of such
Bank shall be carried out in accordance
with § 933.29 of this part, and the con-
solidated institution shall have the
limited rights associated with such
stock in accordance with paragraphs
(e) and (f) of this section.

(e) Dividends on acquired Bank stock.
The consolidated institution is entitled
to receive dividends on outstanding
Bank stock acquired in the consolida-
tion from the disappearing institution
in accordance with section 6(g) of the
Act, 12 U.S.C. 1426(g), and § 934.17 of this
chapter.

(The information collection requirements
contained in this section have been approved
where applicable by the Office of Manage-
ment and Budget under control number 3069–
0004)

[58 FR 43542, Aug. 17, 1993, as amended at 58
FR 50837, Sept. 29, 1993. Rdesignated and
amended at 61 FR 42542, 42549, Aug. 16, 1996;
63 FR 65692, Nov. 30, 1998]

Subpart F—Withdrawal and
Removal From Membership

SOURCE: 58 FR 43542, Aug. 17, 1993, unless
otherwise noted. Redesignated at 61 FR 42542,
Aug. 16, 1996.

§ 933.26 Procedure for withdrawal.

(a) Notice of withdrawal. Any member
that is eligible under applicable law to
withdraw from Bank membership may
do so after providing the Board and its
Bank at least six months written no-
tice of the member’s intention to with-
draw from membership.

(b) Cancellation of notice of with-
drawal. A member may cancel its no-
tice of withdrawal by providing both
the Board and its Bank written notice
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of cancellation any time before the ef-
fective date of the withdrawal.

(c) Treatment of outstanding advances
and Bank stock. The liquidation of any
outstanding indebtedness owed to the
Bank in which membership has been
terminated and redemption of stock of
such Bank shall be carried out in ac-
cordance with § 933.29 of this part.

(d) Dividends on Bank stock. An insti-
tution that has withdrawn from Bank
membership pursuant to this section is
entitled to receive dividends on out-
standing stock of the Bank in which
membership has been terminated in ac-
cordance with section 6(g) of the Act,
12 U.S.C. 1426(g), and § 934.17 of this
chapter.

(The information collection requirements
contained in this section have been approved
where applicable by the Office of Manage-
ment and Budget under control number 3069–
0004)

[58 FR 43542, Aug. 17, 1993, as amended at 58
FR 50837, Sept. 29, 1993. Redesignated and
amended at 61 FR 42542, 42549, Aug. 16, 1996;
63 FR 65692, Nov. 30, 1998]

§ 933.27 Procedure for removal.
(a) Bank request for removal. If a Bank

believes that any of the grounds for re-
moval of a member from membership
contained in paragraph (b) of this sec-
tion exists, the Bank may submit a
written request to the Board stating
the grounds for removal and rec-
ommending removal of the member
from membership.

(b) Grounds. The following are
grounds for removing a member from
membership in a Bank:

(1) Failure by the member to comply
with any provision of the Act or any
regulation of the Board adopted under
the Act;

(2) Insolvency of the member. A
member is deemed insolvent if its as-
sets are less than its liabilities;

(3) The member’s management or
home-financing policies are inconsist-
ent with sound and economical home
financing or with the purposes of the
Act; or

(4) Any other condition exists with
respect to the member that the Board
believes would jeopardize the safety
and soundness of the member’s Bank.

(c) Procedure. (1) If the Board believes
that any of the grounds for removal

contained in paragraph (b) of this sec-
tion exist, and it believes that the
member should be removed from mem-
bership, it shall provide the member
with at least 30 calendar days written
notice of its intention to remove the
member from membership.

(2) Such notice shall be served as de-
termined by the Board and shall state
the grounds for such removal action
and the time and place of a hearing at
which the member may be heard.

(3) A hearing on such removal action
shall be conducted in accordance with
procedures established by the Board.

(d) Removal by Board. If the Board de-
termines, in its sole discretion and
after complying with the requirements
of paragraph (c) of this section, that
any of the grounds for removal of a
member contained in paragraph (b) of
this section exists, it may remove the
member from membership.

(e) Treatment of outstanding advances
and Bank stock. The liquidation of any
outstanding indebtedness owed to the
Bank in which membership has been
terminated and redemption of stock of
such Bank shall be carried out in ac-
cordance with § 933.29 of this part.

(f) Dividends on Bank stock. An insti-
tution that has been removed from
Bank membership pursuant to this sec-
tion is entitled to receive dividends on
outstanding stock of the Bank in which
membership has been terminated in ac-
cordance with section 6(g) of the Act,
12 U.S.C. 1426(g), and § 934.17 of this
chapter.

[58 FR 43542, Aug. 17, 1993; 58 FR 47181, Sept.
7, 1993. Redesignated and amended at 61 FR
42542, 42549, Aug. 16, 1996; 63 FR 65692, Nov. 30,
1998]

§ 933.28 Automatic termination of
membership for institutions placed
in receivership.

(a) Automatic termination. As of the ef-
fective date of being placed in receiver-
ship, an institution’s Bank membership
automatically terminates.

(b) Treatment of outstanding advances
and Bank stock. The liquidation of any
outstanding indebtedness owed to the
Bank in which membership has been
terminated and redemption of stock of
such Bank shall be carried out in ac-
cordance with § 933.29 of this part.
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(c) Dividends on Bank stock. The re-
ceiver is entitled to receive dividends
on outstanding Bank stock of the insti-
tution placed in receivership in accord-
ance with section 6(g) of the Act, 12
U.S.C. 1426(g), and § 934.17 of this chap-
ter.

[58 FR 43542, Aug. 17, 1993. Redesignated and
amended at 61 FR 42542, 42549, Aug. 16, 1996;
63 FR 65692, Nov. 30, 1998]

Subpart G—Orderly Liquidation of
Advances and Redemption of
Stock

§ 933.29 Orderly liquidation of ad-
vances and redemption of stock.

(a)(1) If an institution ceases to be a
member of a Bank pursuant to §§ 933.26,
933.27 or 933.28 of this part, the institu-
tion, or its receiver under § 933.28 of
this part, may continue to hold the
stock of the Bank of which such insti-
tution is no longer a member so long as
the Bank requires that the stock be
held as collateral for any outstanding
indebtedness owed to the Bank. If an
institution ceases to be a member of a
Bank pursuant to §§ 933.24(b) or
933.25(d)(3) of this part, the consoli-
dated institution may continue to hold
the stock of the disappearing institu-
tion’s Bank so long as such Bank re-
quires that the stock be held as collat-
eral for any outstanding indebtedness
owed to the Bank.

(2) The indebtedness of the institu-
tion that has ceased to be a member of
a Bank owed to such Bank shall be liq-
uidated in an orderly manner as deter-
mined by the Bank in accordance with
§ 935.19 of this chapter, and upon com-
pletion of such liquidation, such insti-
tution’s remaining stock in the Bank
shall be surrendered and canceled.

(b) If an institution that has ceased
to be a member of a Bank has no out-
standing indebtedness owed to the
Bank, such institution’s stock in the
Bank shall be surrendered and can-
celed.

(c) An institution that has ceased to
be a member shall receive for stock re-
deemed under paragraphs (a)(2) or (b) of
this section a sum equal to the original
amount paid for the stock redeemed,
except that if at any time the Board
finds that the paid-in capital of the
Bank is or is likely to be impaired as a

result of losses in or depreciation of
the assets held by the Bank, the Bank
shall on the order of the Board with-
hold from the amount to be paid in re-
tirement of the stock a pro rata share
of the amount of such impairment as
determined by the Board.

[58 FR 43542, Aug. 17, 1993; 58 FR 53023, Oct.
13, 1993. Redesignated and amended at 61 FR
42542, 42549, Aug. 16, 1996]

Subpart H—Reacquisition of
Membership

§ 933.30 Reacquisition of membership.
An institution which withdraws from

membership pursuant to § 933.26 of this
part may acquire membership in a
Bank only after the expiration of a pe-
riod of 10 years thereafter, except:

(a) Such institution may acquire
membership in a Bank if such with-
drawal is a consequence of a transfer of
membership on a non-interrupted basis
between Banks pursuant to § 933.18 of
this part; or

(b) Such institution shall acquire
membership in a Bank in connection
with obtaining a charter as a federally
chartered savings association (as de-
fined in 12 U.S.C. 1813), or if otherwise
required by law to become a member of
a Bank, which institution is automati-
cally approved for Bank membership
pursuant to § 933.4(a) of this part.

[58 FR 43542, Aug. 17, 1993. Redesignated and
amended at 61 FR 42542, 42549, Aug. 16, 1996]

Subpart I—Bank Access to
Information

§ 933.31 Reports and examinations.
As a condition precedent to Bank

membership, each member:
(a) Consents to such examinations as

the Bank or the Board may require for
purposes of the Act;

(b) Agrees that reports of examina-
tions by local, state or federal agencies
or institutions may be furnished by
such authorities to the Bank or the
Board upon request;

(c) Agrees to give the Bank or the ap-
propriate Federal banking agency,
upon request, such information as the
Bank or the appropriate Federal bank-
ing agency may need to compile and
publish cost of funds indices and to
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publish other reports or statistical
summaries pertaining to the activities
of Bank members;

(d) Agrees to provide the Bank with
calendar year-end financial data each
year, for purposes of making the cal-
culation described in § 933.22(b)(1) of
this part; and

(e) Agrees to provide the Bank with
copies of reports of condition and oper-
ations required to be filed with the
member’s appropriate Federal banking
agency, if applicable, within 20 cal-
endar days of filing, as well as copies of
any annual report of condition and op-
erations required to be filed.

(The information collection requirements
contained in this section have been approved
where applicable by the Office of Manage-
ment and Budget under control number 3069–
0004)

[58 FR 43542, Aug. 17, 1993; 58 FR 50837, Sept.
29, 1993; 58 FR 53023, Oct. 13, 1993. Redesig-
nated and amended at 61 FR 42542, 42549, Aug.
16, 1996]

Subpart J—Membership Insignia
§ 933.32 Official membership insignia.

Members may display the approved
insignia of membership on their docu-
ments, advertising and quarters, and
likewise use the words ‘‘Member Fed-
eral Home Loan Bank System.’’

[58 FR 43542, Aug. 17, 1993. Redesignated at 61
FR 42542, Aug. 16, 1996]

PART 934—OPERATIONS OF THE
BANKS

Sec.
934.1 Investments.
934.2 Loans guaranteed under the Foreign

Assistance Act of 1961.
934.3 Transfer of funds between Banks.
934.4 Deposits in banks or trust companies.
934.5 Deposits from members.
934.6 Trustee powers.
934.7 Budget preparation and reporting re-

quirements.
934.8 Surety bonds.
934.9 Insurance.
934.10 Safe-keeping accounts.
934.11 Securities held in trust or as collat-

eral.
934.12 Accounting.
934.13 Gold and gold-related transactions.
934.14 Office of Thrift Supervision Assess-

ments.
934.15 Bank requests for information.
934.16 Approval of Bank bylaws.

934.17 Dividends.

AUTHORITY: 12 U.S.C. 1422a, 1422b, 1431(g),
1432(a), and 1442.

SOURCE: 43 FR 46841, Oct. 11, 1978. Redesig-
nated at 54 FR 36759, Sept. 5, 1989, unless oth-
erwise noted.

§ 934.1 Investments.

(a) Banks may acquire or dispose of
securities with prior approval of the
Board or its designated representative
or in conformity with:

(1) Authorizations of the Board or
such representative or (2) stated Board
policy. A Bank’s board of directors
may authorize Bank officer(s) to ac-
quire or dispose of securities qualifying
as liquidity for deposits under the in-
vestment policy of the Board as in the
judgment of the officer(s) is necessary
in the operation of the Bank. Any
other acquisition or disposition must
be authorized in advance by a majority
of the board of directors, executive
committee, or investment committee
consisting of three or more persons a
majority of whom are directors of the
Bank. Single acquisitions or disposi-
tions may be so authorized, or acquisi-
tions and/or dispositions of securities
of a stated amount maturing within
specified dates as in the judgment of
the officer(s) designated in the author-
ization are necessary in the operation
of the Bank, may be so authorized, for
periods of 90 days or less.

(b) Compliance with sections 11 and
16 of the act shall be determined based
on the principal amount of obligations
of the United States.

(c) Secured advances to members ma-
turing within five years are invest-
ments in compliance with section 11(g)
of the Act.

(d) Cash reserves may be held tempo-
rarily, awaiting investment oppor-
tunity, without violating section 16 of
the Act.

[43 FR 46841, Oct. 11, 1978, as amended at 49
FR 34198, Aug. 29, 1984. Redesignated at 54 FR
36759, Sept. 5, 1989]

§ 934.2 Loans guaranteed under the
Foreign Assistance Act of 1961.

With prior approval of the Board, a
Bank’s board of directors may author-
ize it to acquire, hold, or dispose of any
of the following loans, or interests
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therein, primarily to facilitate acquisi-
tion of participation interests in such
loans by members authorized to make
such investment:

(a) Housing project loans with any
guaranty under section 221 of the For-
eign Assistance Act of 1961, as in effect
before December 30, 1969;

(b) Loans with any guaranty under
section 224 of such Act, as in effect be-
fore December 30, 1969; or

(c) Loans with any guaranty under
section 221 or 222 of such Act, as in ef-
fect after December 29, 1969.

Prior approval of the Board is not re-
quired to repurchase a participation in-
terest previously sold to a member.

§ 934.3 Transfer of funds between
Banks.

Interbank borrowing shall be through
unsecured deposits bearing interest at
rates negotiated between Banks. If
agreement on terms cannot be reached,
the Board may establish terms.

[43 FR 46841, Oct. 11, 1978. Redesignated at 54
FR 36759, Sept. 5, 1989, and amended at 55 FR
2229, Jan. 23, 1990]

§ 934.4 Deposits in banks or trust com-
panies.

For purposes of section 11(g) of the
Act, the term ‘‘deposits in banks or
trust companies’’ means:

(a) A deposit in another Bank;
(b) A demand account in a Federal

Reserve Bank; and
(c) A deposit in, or a sale of federal

funds to:
(1) An insured depository institution,

as defined in section 2(12)(A) of the Act,
that is designated by a Bank’s board of
directors;

(2) A trust company that is a member
of the Federal Reserve System or in-
sured by the Federal Deposit Insurance
Corporation, and is designated by a
Bank’s board of directors; or

(3) A U.S. branch or agency of a for-
eign bank, as defined in the Inter-
national Banking Act of 1978, as
amended (12 U.S.C. 3101 et seq.), that is
subject to the supervision of the Board
of Governors of the Federal Reserve
System, and is designated by a Bank’s
board of directors.

[62 FR 26922, May 16, 1997]

§ 934.5 Deposits from members.

Banks may accept demand and time
deposits from members, reserving the
right to require notice of intention to
withdraw any part of time deposits.
Rates of interest paid on all deposits
shall be set by the Bank’s board of di-
rectors (or, between regular meetings
thereof, by a committee of directors se-
lected by the board) or by the Bank
President, if so authorized by the
board. Unless otherwise specified by
the board, a Bank President may dele-
gate to any officer or employee of the
Bank any authority he possesses under
this section.

[46 FR 49107, Oct. 6, 1981. Redesignated at 54
FR 36759, Sept. 5, 1989, and further redesig-
nated at 62 FR 26922, May 16, 1997]

§ 934.6 Trustee powers.

A Bank may act, and make reason-
able charges for doing so, as trustee of
any trust affecting the business of any
member or any institution or group ap-
plying for membership or for insurance
of accounts, or any group applying for
a charter for a Federal Savings Asso-
ciation, if:

(a) Such trust is created or arises for
the benefit of the institution or its sav-
ers, investors, or borrowers, or for pro-
motion of sound and economical home
financing; and

(b) In the case of applicants, the
Bank ceases to act as trustee if the ap-
plication is withdrawn or rejected.

[43 FR 46841, Oct. 11, 1978. Redesignated at 54
FR 36759, Sept. 5, 1989, and amended at 55 FR
2229, Jan. 23, 1990. Redesignated at 62 FR
26922, May 16, 1997]

§ 934.7 Budget preparation and report-
ing requirements.

(a) Adoption of annual Bank budgets.
(1) Each Bank’s board of directors shall
be responsible for the adoption of an
annual operating expense budget and a
capital expenditures budget for the
Bank, and any subsequent amendments
thereto, consistent with the require-
ments of the Act, this section, other
regulations and policies of the Board,
and with the Bank’s responsibility to
protect both its members and the pub-
lic interest by keeping its costs to an
efficient and effective minimum.
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(2) Pursuant to the requirement of
section 12(a) of the Act (12 U.S.C.
1432(a)), a Bank must obtain prior ap-
proval of the Board before purchasing
or erecting, or leasing for a term of
more than 10 years, a building to house
the Bank.

(3) A Bank’s board of directors may
not delegate the authority to approve
the Bank’s annual budgets, or any sub-
sequent amendments thereto, to Bank
officers or other Bank employees.

(4) A Bank’s annual budgets shall be
prepared based upon an interest rate
scenario as determined by the Bank.

(5) A Bank may not exceed its total
annual operating expense budget or its
total annual capital expenditures budg-
et without prior approval by the
Bank’s board of directors of an amend-
ment to such budget.

(b) Budget reports. Each Bank shall
submit to the Board, by January 31 of
each year, in a format and as further
prescribed by the Board, such Bank
budgets and other financial informa-
tion as the Board shall require, includ-
ing the following:

(1) Balance sheet projections;
(2) Income statement projections, in-

cluding operating expense budget data
and staffing levels;

(3) Capital expenditures budget data;
(4) Management discussion of ex-

pected financial performance;
(5) Strategic or business plan;
(6) Interest rate assumptions; and
(7) A copy of the FHLBank’s board of

directors resolution adopting the
FHLBank’s annual operating expense
budget and capital expenditures budg-
et.

(c) Report on amendments to total an-
nual budgets. A Bank shall submit
promptly to the Board a copy of the
Bank’s board of directors resolution
adopting any amendment increasing a
Bank’s total annual operating expense
budget or total annual capital expendi-
tures budget above originally approved
budget limits.

(d) Mid-year reforecasting report. Each
Bank shall submit to the Board, by
July 31 of each year, in a format and as
further prescribed by the Board, a re-
port containing a balance sheet and in-
come statement setting forth refore-
casted projections for the year relative
to the budget projections for that year

as originally approved or amended, in-
cluding a management discussion ex-
plaining any significant changes in the
reforecasted projections from the budg-
et projections as originally approved or
amended.

(e) Annual actual performance results
report. Each Bank shall submit to the
Board, by January 31 of each year, in a
format and as further prescribed by the
Board, a report containing a balance
sheet and income statement setting
forth the actual performance results
for the prior year relative to the budg-
et projections for that year as origi-
nally approved or amended, including a
management discussion explaining any
significant changes in the actual per-
formance results from the budget pro-
jections as originally approved or
amended.

[61 FR 55880, Oct. 30, 1996. Redesignated at 62
FR 26922, May 16, 1997]

§ 934.8 Surety bonds.

Each Bank shall maintain surety
bonds covering all officers, employees,
attorneys, or agents having control
over, or access to, monies or securities
owned by the Bank or in its possession.

[49 FR 34198, Aug. 29, 1984, as amended at 54
FR 6113, Feb. 7, 1989. Redesignated at 54 FR
36759, Sept. 5, 1989, and further redesignated
at 62 FR 26922, May 16, 1997]

§ 934.9 Insurance.

Each bank shall maintain insurance
required by law, and may maintain any
additional insurance its board of direc-
tors considers necessary for its protec-
tion.

[43 FR 46841, Oct. 11, 1978. Redesignated at 54
FR 36759, Sept. 5, 1989, and further redesig-
nated at 62 FR 26922, May 16, 1997]

§ 934.10 Safe-keeping accounts.

Securities owned by each Bank shall
be held at any Federal Reserve Bank
or, with prior Board approval, at any
depository commercial bank that is a
member of a Federal Reserve Bank.

[45 FR 31046, May 12, 1980. Redesignated at 54
FR 36759, Sept. 5, 1989, and further redesig-
nated at 62 FR 26922, May 16, 1997]
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§ 934.11 Securities held in trust or as
collateral.

Bonds and negotiable securities held
by a Bank as collateral or in trust
shall be placed in the custody of a Fed-
eral Reserve Bank or branch thereof, a
financial institution which is a mem-
ber of the Federal Reserve System or of
the Federal Deposit Insurance Corpora-
tion, or under such other arrangement
approved by the Board. However this
section shall not apply to bonds and
negotiable securities held in custody
under the plan for holding security
transactions of member institutions
approved August 13, 1943.

[43 FR 46841, Oct. 11, 1978. Redesignated at 54
FR 36759, Sept. 5, 1989, and further redesig-
nated at 62 FR 26922, May 16, 1997]

§ 934.12 Accounting.

Each Bank’s accounting system is
subject to approval by the Board, and
its accounting forms are subject to ap-
proval by the Board or its designee.

[43 FR 46841, Oct. 11, 1978. Redesignated at 54
FR 36759, Sept. 5, 1989, and amended at 55 FR
2229, Jan. 23, 1990. Redesignated at 60 FR
65516, Dec. 20, 1995, and further redesignated
at 62 FR 26922, May 16, 1997]

§ 934.13 Gold and gold-related trans-
actions.

No Bank may engage in any capacity
or manner in any transaction or activ-
ity involving gold (including gold coin)
or gold related instruments or securi-
ties, except for purchase and sale of
gold coins minted and issued by the
United States Treasury pursuant to
Pub. L. 99–185, 99 Stat. 1177 (1985), and
activities reasonably incident thereto.

[51 FR 34951, Oct. 1, 1986. Redesignated at 54
FR 36759, Sept. 5, 1989. Redesignated at 60 FR
65516, Dec. 20, 1995, and further redesignated
at 62 FR 26922, May 16, 1997]

§ 934.14 Office of Thrift Supervision
assessments.

At the request of, and in accordance
with the instructions of, the Director
of the Office of Thrift Supervision, the
Federal home loan banks shall remit
funds made available by their members

to satisfy Office of Thrift Supervision
assessments.

[54 FR 36760, Sept. 5, 1989. Redesignated at 60
FR 65516, Dec. 20, 1995, and further redesig-
nated at 62 FR 26922, May 16, 1997]

§ 934.15 Bank requests for informa-
tion.

This section governs the procedure
by which a Federal Home Loan Bank
will request and receive Confidential
Information, as defined in paragraph
(a)(4) of this section, pursuant to sec-
tion 22 of the Federal Home Loan Bank
Act.

(a) Definitions. As used in this sec-
tion:

(1) Board means the Federal Housing
Finance Board.

(2) Bank means a Federal Home Loan
Bank, including its directors, officers,
employees or agents.

(3) Financial Regulatory Agency means
any of the following:

(i) The Department of the Treasury,
including either the Office of the
Comptroller of the Currency or the Of-
fice of Thrift Supervision;

(ii) The Board of Governors of the
Federal Reserve System;

(iii) The National Credit Union Ad-
ministration; or

(iv) The Federal Deposit Insurance
Corporation.

(4) Confidential Information means any
record, data, or report, including but
not limited to examination reports, or
any part thereof, that is non-public,
privileged or otherwise not intended
for public disclosure which is in the
possession or control of a Financial
Regulatory Agency and which contains
information regarding members of a
Bank or financial institutions with
which a Bank has had or contemplates
having transactions under the Bank
Act.

(5) Third party means any person or
entity except a director, officer, em-
ployee or agent of either:

(i) A Bank in possession of any par-
ticular confidential information; or

(ii) The Financial Regulatory Agency
that supplied the particular confiden-
tial information to such Bank.

(b) Request for confidential informa-
tion. A bank shall make all requests for
confidential information to a Financial
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Regulatory Agency, or to a regional of-
fice of such Agency if mutually agree-
able, in accordance with the procedures
contained in this section as well as any
procedures of general applicability for
requesting information promulgated by
such Financial Regulatory Agency.
This section and its procedures may be
supplemented by a confidentiality
agreement between a Bank and a Fi-
nancial Regulatory Agency.

(c) Form of Request. A request by a
Bank to a Financial Regulatory Agen-
cy for confidential information shall be
made in writing or by such other
means as may be agreed upon between
the Bank and the Financial Regulatory
Agency. The request shall reference
section 22 of the Bank Act, as amended,
and this regulation, and shall describe
the confidential information requested
and identify its intended use pursuant
to the Bank Act. The request shall be
signed or otherwise made by any duly
authorized Bank officer or employee.

(d) Storage of Confidential Information.
Each Bank will store all identified con-
fidential information in secure storage
areas or filing cabinets or other se-
cured facilities generally used by such
Bank and limit access thereto in the
same manner as it maintains the con-
fidentiality of its own members’ privi-
leged or non-public information. Each
Bank shall have in place a written set
of procedures and policies designed to
insure the confidentiality of confiden-
tial information in its possession, and
shall establish an internal review of its
procedures for storing confidential in-
formation and maintaining its con-
fidentiality, as a part of its internal
audit process.

(e) Access to Confidential Information.
A Bank will insure that access to the
Confidential Information stored at its
facility is limited to those with a need
to know such information and that em-
ployees with access maintain the con-
fidentiality of the confidential infor-
mation in accordance with the Bank’s
own procedures for maintaining the
confidentiality of its members’ privi-
leged or non-public information.

(f) Third party requests for Confidential
Information—(1) In general. In the event
a Bank receives a request for confiden-
tial information in its possession from
any third party, the Bank shall forward

such requests to the Financial Regu-
latory Agency from which the con-
fidential information was obtained.

(2) By subpoena. In the event a Bank
receives a subpoena for confidential in-
formation issued by a Federal, state or
local government department, agency,
court or bureau, the Bank shall give
timely written notice of such subpoena
to the Financial Regulatory Agency
from which the confidential informa-
tion was obtained, unless such notice is
prohibited by applicable law.

Except as limited herein, the Bank
may disclose confidential information
pursuant to the subpoena, after giving
timely written notice, when:

(i) The Financial Regulatory Agency
gives written approval to the disclo-
sure; or

(ii) A binding order to produce the
confidential information has become
final with all rights of appeal either ex-
hausted or lapsed.

(3) Nondisclosure to third parties. Ex-
cept as provided in paragraph (f)(2) of
this section, a Bank shall not disclose
confidential information to any third
party. A Bank shall refer all third
party requests for such confidential in-
formation to the Financial Regulatory
Agency that released the confidential
information to the Bank.

(4) Disclosure to Board. (i) Neither this
section nor any confidentiality agree-
ment executed between a Bank and a
Financial Regulatory Agency shall pre-
vent a Bank from disclosing confiden-
tial information in its possession to
the Board whenever disclosure is nec-
essary to accomplish the Board’s super-
vision of Bank membership applica-
tions or Bank director eligibility
issues, or disclosing any confidential
information in its possession if such
disclosure is made pursuant to an audit
conducted pursuant to paragraph (d) of
this section or section 20 of the Bank
Act.

(ii) The Board shall keep all con-
fidential information received under
paragraph (f)(4) of this section in strict
confidence.

(g) Computer data. This section shall
not preclude a bank from arranging
with any Financial Regulatory Agency
to transmit or allow access to con-
fidential information with the consent
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of such agency by means of an elec-
tronic computer system. Any such ar-
rangement shall insure the security of
the computerized data stored in a
bank’s computer and restrict access to
such data in order to preserve confiden-
tiality in a manner agreed upon by the
bank and the Financial Regulatory
Agency.

[55 FR 50545, Dec. 7, 1990. Redesignated at 60
FR 65516, Dec. 20, 1995, and further redesig-
nated at 62 FR 26922, May 16, 1997]

§ 934.16 Approval of Bank bylaws.
The board of directors of a Bank may

prescribe, amend, or repeal bylaws gov-
erning the manner in which the Bank
administers its affairs without the
Board’s prior approval provided that
the bylaws or amendments are consist-
ent with applicable statutes, regula-
tions, and Board policies.

[62 FR 65198, Dec. 11, 1997]

§ 934.17 Dividends.
The board of directors of each Bank

may, with the approval of the Board,
declare and pay a dividend from net
earnings, including previously retained
earnings, on the paid-in value of cap-
ital stock held during the dividend pe-
riod. The divided period may be quar-
terly, semiannually, or annually end-
ing on March 31, June 30, September 30,
or December 31. Dividends on such
stock shall be computed without pref-
erence and only for the period such
stock was outstanding during the divi-
dend period. Dividends may be paid in
cash or in the form of stock.

[57 FR 6190, Feb. 21, 1992. Redesignated at 63
FR 65687, Nov. 30, 1998]

PART 935—ADVANCES

Subpart A—Advances to Members

Sec.
935.1 Definitions.
935.2 Bank credit mission.
935.3 Bank advances policy.
935.4 Authorization and application for ad-

vances; obligation to repay advances.
935.5 Limitations on access to advances.
935.6 Terms and conditions for advances.
935.7 [Reserved]
935.8 Fees.
935.9 Collateral.
935.10 Banks as secured creditors.
935.11 Pledged collateral; verification.

935.12 Collateral valuation; appraisals.
935.13 Restrictions on advances to members

that are not qualified thrift lenders.
935.14 Limitations on long-term advances.
935.15 Capital stock requirements; unilat-

eral redemption of excess stock.
935.16 Advance participations.
935.17 Intradistrict transfer of advances.
935.18 Special advances to savings associa-

tions.
935.19 Liquidation of advances upon termi-

nation of membership.

Subpart B—Advances to Nonmembers

935.20 Advances to the Savings Association
Insurance Fund.

935.21 Scope.
935.22 Nonmember mortgagee eligibility re-

quirements.
935.23 Nonmember mortgagee application

process.
935.24 Advances to nonmember mortgagees.

AUTHORITY: 12 U.S.C. 1422a(a)(3),
1422(b)(a)(1), 1426, 1429, 1430, 1430b, and 1431.

SOURCE: 58 FR 29469, May 20, 1993, unless
otherwise noted.

Subpart A—Advances to
Members

§ 935.1 Definitions.
As used in this part:
Act means the Federal Home Loan

Bank Act, as amended (12 U.S.C. 1421 et
seq.).

Actual thrift investment percentage or
ATIP has the same meaning as used in
section 10(m)(4) of the Home Owners’
Loan Act (12 U.S.C. 1467a(m)(4)), except
that the ATIP will be calculated and
applied for purposes of this part to all
members of the Banks, whether or not
they are savings associations.

Advance means a loan from a Bank
that is:

(1) Provided pursuant to a written
agreement;

(2) Supported by a note or other writ-
ten evidence of the borrower’s obliga-
tion; and

(3) Fully secured by collateral in ac-
cordance with the Act and this part.

Affordable Housing Program or AHP
means the program described in section
10(j) of the Act (12 U.S.C. 1430(j)) and
part 960 of the Board’s regulations.

Appropriate Federal banking agency.
The term appropriate Federal banking
agency has the same meaning as used
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in 12 U.S.C. 1813(q) and for federally in-
sured credit unions shall mean the Na-
tional Credit Union Administration.

Bank means a Federal Home Loan
Bank established under the authority
of the Act.

Board means the Federal Housing Fi-
nance Board established under the au-
thority of the Act, its governing Board
of Directors, or an official duly author-
ized to act on its behalf.

Capital deficient member means a
member that fails to meet its mini-
mum regulatory capital requirements
as defined or otherwise required by the
member’s appropriate federal banking
agency, insurer or, in the case of mem-
bers that are not federally insured de-
pository institutions, state regulator.

Combination business or farm property
means real property for which the total
appraised value is attributable to the
combination of residential, and busi-
ness or farm uses.

Community Investment Cash Advance
or CICA means any advance made
through a program offered by a Bank
under section 1430 of the Act and parts
960 and 970 of this chapter to provide
advances for community lending and
affordable housing, including advances
made under: A Bank’s Rural Develop-
ment Advance (RDA) program, offered
under section 1430(j)(10) of the Act; a
Bank’s Urban Development Advance
(UDA) program, offered under section
1430(j)(10) of the Act; a Bank’s Afford-
able Housing Program (AHP), offered
under section 1430(j) of the Act; a
Bank’s Community Investment Pro-
gram (CIP), offered under section
1430(i) of the Act; or any other program
offered by a Bank that meets the re-
quirements of part 970 of this chapter.

Depository institution means a bank or
savings association, as defined in 12
U.S.C. 1813, or a credit union, as de-
fined in 12 U.S.C. 1752.

Dwelling unit means, for purposes of
this part, a single room or a unified
combination of rooms designed for resi-
dential use by one household.

FDIC means the Federal Deposit In-
surance Corporation.

GAAP means Generally Accepted Ac-
counting Principles.

HUD means the Department of Hous-
ing and Urban Development.

Improved residential real property
means residential real property exclud-
ing real property to be improved, or in
the process of being improved, by the
construction of dwelling units.

Insurer means the Federal Deposit In-
surance Corporation for ‘‘insured de-
pository institutions’’ as defined in 12
U.S.C. 1813(c)(2) and the National Cred-
it Union Administration for federally
insured credit unions.

Long-term advance means, for the pur-
poses of this part, an advance with an
original term to maturity greater than
five years.

Manufactured housing means a manu-
factured home as defined in section
603(6) of the Manufactured Home Con-
struction and Safety Standards Act of
1974, as amended (42 U.S.C. 5402(6)).

Member means an institution that has
been admitted to membership in a
Bank and, pursuant to requirements
established by the Board, has pur-
chased capital stock in the Bank.

Mortgage-backed security means, for
purposes of this part:

(1) An equity security representing
an ownership interest in:

(i) Fully disbursed, whole first mort-
gage loans on improved residential real
property; or

(ii) Mortgage pass-through or partici-
pation securities which are themselves
backed entirely by fully disbursed,
whole first mortgage loans on im-
proved residential real property; or

(2) A collateralized mortgage obliga-
tion, mortgage-backed bond or other
debt security backed entirely by the
assets described in paragraph (1)(i) or
(ii) of this section.

Multifamily property means, for pur-
poses of this part:

(1)(i) Real property that is solely res-
idential and which includes five or
more dwelling units; or

(ii) Real property which includes five
or more dwelling units with commer-
cial units combined, provided the prop-
erty is primarily residential.

(2) Multifamily property as defined in
this section includes nursing homes,
dormitories and homes for the elderly.

Non-Qualified Thrift Lender member
means any member that does not meet
the Qualified Thrift Lender test as de-
fined in this part.
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Nonresidential real property means, for
purposes of this part, real property not
used for residential purposes, including
business or industrial property, hotels,
motels, churches, hospitals, edu-
cational and charitable institutions,
clubs, lodges, association buildings,
golf courses, recreational facilities,
farm property not containing a dwell-
ing unit, or similar types of property,
except as otherwise determined by the
Board in its discretion.

OCC means the Office of the Comp-
troller of the Currency.

One-to-four family property means any
of the following:

(1) Real property containing:
(i) One-to-four dwelling units; or
(ii) More than four dwelling units if

each unit is separated from the other
units by dividing walls that extend
from ground to roof, including row
houses, townhouses or similar types of
property;

(2) Manufactured housing if:
(i) Applicable state law defines the

purchase or holding of manufactured
housing as the purchase or holding of
real property; and

(ii) The loan to purchase the manu-
factured housing is secured by that
manufactured housing;

(3) Individual condominium dwelling
units or interests in individual cooper-
ative housing dwelling units that are
part of a condominium or cooperative
building without regard to the number
of total dwelling units therein; or

(4) Real property containing one-to-
four dwelling units with commercial
units combined, provided the property
is primarily residential.

OTS means the Office of Thrift Su-
pervision.

Qualified Thrift Lender or QTL means
the term as defined in section 10(m)(1)
of the Home Owners’ Loan Act (12
U.S.C. 1467a(m)(1)). A non-savings asso-
ciation member which meets the QTL
test as applied by the Banks will be
treated as a QTL for purposes of this
part.

Qualified Thrift Lender test or QTL test
means the asset test described in sec-
tion 10(m) of the Home Owners’ Loan
Act (12 U.S.C. 1467a(m)), except that
the QTL test will be applied for pur-
poses of this part to all members of the

Banks, whether or not they are savings
associations.

Residential housing finance assets
means any of the following:

(1) Loans secured by residential real
property;

(2) Mortgage-backed securities;
(3) Participations in loans secured by

residential real property;
(4) Loans or investments financed by

advances made pursuant to a CICA pro-
gram;

(5) Loans secured by manufactured
housing, regardless of whether such
housing qualifies as residential real
property; or

(6) Any loans or investments which
the Board, in its discretion, otherwise
determines to be residential housing fi-
nance assets.

Residential real property means:
(1) Any of the following:
(i) One-to-four family property;
(ii) Multifamily property;
(iii) Real property to be improved by

the construction of dwelling units;
(iv) Real property in the process of

being improved by the construction of
dwelling units;

(v) Combination business or farm
property where at least 50 percent of
the total appraised value of the com-
bined property is attributable to the
residential portion of the property or,
in the case of any community financial
institution, combination business or
farm property, on which is located a
permanent structure actually used as a
residence (other than for temporary or
seasonal housing), where the residence
constitutes an integral part of the
property. For purposes of this subpara-
graph, the term community financial in-
stitution means an institution that has
average total assets of $500,000,000 or
less, based on an average of total assets
over the three preceding years. The
Board shall adjust the limit annually
based on the annual increase, if any, in
the Consumer Price Index for all urban
consumers, as published by the Depart-
ment of Labor.

(2) The term residential real property
does not include nonresidential real
property as defined in this section.

Savings association means a savings
association as defined in section 3(b) of
the Federal Deposit Insurance Act, as
amended (12 U.S.C. 1813(b)).
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State means a state of the United
States, the District of Columbia,
Guam, Puerto Rico or the U.S. Virgin
Islands.

State housing finance agency or SHFA
means:

(1) A public agency, authority, or
publicly sponsored corporation that
serves as an instrumentality of any
state or political subdivision of any
state, and functions as a source of resi-
dential mortgage loan financing in
that state; or

(2) A legally established agency, au-
thority, corporation, or organization
that serves as an instrumentality of
any Indian tribe, band, group, nation,
community, or Alaskan Native village
recognized by the United States or any
state, and functions as a source of resi-
dential mortgage loan financing for the
Indian or Alaskan Native community.

State regulator means a state insur-
ance commissioner or state regulatory
entity with primary responsibility for
supervising a member borrower that is
not a federally insured depository in-
stitution.

Tangible capital means:
(1) Capital, calculated according to

GAAP, less ‘‘intangible assets’’ except
for purchased mortgage servicing
rights to the extent such assets are in-
cluded in a member’s core or Tier 1
capital, as reported in the member’s
Thrift Financial Report for members
whose primary federal regulator is the
OTS, or as reported in the Report of
Condition and Income for members
whose primary federal regulator is the
FDIC, the OCC, or the Board of Gov-
ernors of the Federal Reserve System.

(2) Capital calculated according to
GAAP, less intangible assets, as de-
fined by a Bank for members which are
not regulated by the OTS, the FDIC,
the OCC, or the Board of Governors of
the Federal Reserve System; provided
that a Bank shall include a member’s
purchased mortgage servicing rights to
the extent such assets are included for
the purpose of meeting regulatory cap-
ital requirements.

[58 FR 29469, May 20, 1993, as amended at 58
FR 29477, May 20, 1993; 59 FR 2949, Jan. 20,
1994; 62 FR 8871, Feb. 27, 1997; 62 FR 12079,
Mar. 14, 1997; 63 FR 35128, June 29, 1998; 63 FR
65545, Nov. 27, 1998]

§ 935.2 Bank credit mission.

(a) The primary credit mission of the
Banks shall be to enhance the avail-
ability of residential mortgage credit.

(b) Each Bank shall fulfill its pri-
mary credit mission by:

(1) Providing a readily available, eco-
nomical and affordable source of funds
in the form of advances to its members;
and

(2) Offering such advances products
and programs that satisfy the credit
needs of its members.

(c) Notwithstanding paragraph (b) of
this section, each Bank shall place
such limitations on the making of ad-
vances to its members as shall:

(1) Be specifically prescribed by stat-
ute, regulation or policy;

(2) Protect the financial integrity of
the Bank and accommodate the prac-
tical constraints associated with the
Bank’s ability to raise funds; or

(3) Be required by the Board.

§ 935.3 Bank advances policy.

(a) Each Bank’s board of directors
shall adopt, and review at least semi-
annually, a policy on advances to mem-
bers consistent with the requirements
of the Act, this part, and policy guide-
lines of the Board. Each Bank shall
provide a copy of its advances policy,
and any revisions thereto, to the
Board.

(b) A Bank’s board of directors may
designate officers authorized to extend
or deny credit and take other action
consistent with the Bank’s advances
policy.

(c) A Bank may make exceptions to
its advances policy only with the ap-
proval of its board of directors, a com-
mittee thereof, or officers specifically
authorized by the board of directors to
approve such exceptions, provided that
any such exceptions shall comply with
the Act, this part and policy guidelines
of the Board.

(d) A Bank’s board of directors shall:
(1) Require the officers designated

pursuant to paragraph (b) of this sec-
tion to report promptly to it, or a des-
ignated committee of the board, all ac-
tions taken under this section; and

(2) Review such actions for compli-
ance with this section.
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§ 935.4 Authorization and application
for advances; obligation to repay
advances.

(a) Application for advances. A Bank
may accept oral or written applica-
tions for advances from its members.

(b) Obligation to repay advances. (1) A
Bank shall require any member to
which an advance is made to enter into
a primary and unconditional obligation
to repay such advance and all other in-
debtedness to the Bank, together with
interest and any unpaid costs and ex-
penses in connection therewith, accord-
ing to the terms under which such ad-
vance was made or other indebtedness
incurred.

(2) Such obligations shall be evi-
denced by a written advances agree-
ment that shall be reviewed by the
Bank’s legal counsel to ensure such
agreement is in compliance with appli-
cable law.

(c) Secured advances. (1) Each Bank
shall make only fully secured advances
to its members as set forth in the Act,
the provisions of this part and policy
guidelines established by the Board.

(2) The Bank shall execute a written
security agreement with each borrow-
ing member which establishes the
Bank’s security interest in collateral
securing advances.

(3) Such written security agreement
shall, at a minimum, describe the type
of collateral securing the advances and
give the Bank a perfectible security in-
terest in the collateral.

(d) Approval—(1) By the Bank’s board
of directors. Applications for advances,
advances agreements and security
agreements shall be in substantially
such form as approved by the Bank’s
board of directors, or a committee
thereof specifically authorized by the
board of directors to approve such
forms.

(2) By the Board. Each Bank’s forms
for all advances applications, advances
agreements and security agreements
are deemed approved by the Board if
such forms are consistent with the re-
quirements of this part. Each Bank
shall provide copies of its current
forms for all advances agreements and
security agreements, and any sub-
stantive revisions thereto, to the
Board.

§ 935.5 Limitations on access to ad-
vances.

(a) Credit underwriting. A Bank, in its
discretion, may:

(1) Limit or deny a member’s applica-
tion for an advance if, in the Bank’s
judgment, such member:

(i) Is engaging or has engaged in any
unsafe or unsound banking practices;

(ii) Has inadequate capital;
(iii) Is sustaining operating losses;
(iv) Has financial or managerial defi-

ciencies, as determined by the Bank,
that bear upon the member’s credit-
worthiness; or

(v) Has any other deficiencies, as de-
termined by the Bank; or

(2) Approve a member’s application
for an advance subject to such addi-
tional terms as the Bank may pre-
scribe, pursuant to the provisions of
the Act, this part and any policy guide-
lines of the Board; and

(3) Make advances and renewals only
if the Bank determines that it may
safely make such advance or renewal
to the member, including advances and
renewals made pursuant to this sec-
tion.

(b) New advances to members without
positive tangible capital. (1) A Bank shall
not make a new advance to a member
without positive tangible capital un-
less the member’s appropriate federal
banking agency or insurer requests in
writing that the Bank make such ad-
vance. The Bank shall promptly pro-
vide the Finance Board with a copy of
any such request.

(2) A Bank shall use the most re-
cently available Thrift Financial Re-
port, Report of Condition, and Income
or other regulatory report of financial
condition to determine whether a
member has positive tangible capital.

(c) Renewals of advances to members
without positive tangible capital—(1) Re-
newal for 30-day terms. A Bank may
renew outstanding advances, for suc-
cessive terms of up to 30 days each, to
a member without positive tangible
capital; provided, however, that a Bank
shall honor any written request of the
appropriate federal banking agency or
insurer that the Bank not renew such
advances.

(2) Renewal for longer than 30-day
terms. A Bank may renew outstanding
advances to a member without positive
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tangible capital for a term greater
than 30 days at the written request of
the appropriate federal banking agency
or insurer.

(d) Advances to capital deficient but
solvent members. (1) Except as provided
in paragraph (d)(2)(i) of this section, a
Bank may make a new advance or
renew an outstanding advance to a cap-
ital deficient member that has positive
tangible capital.

(2)(i) A Bank shall not lend to a cap-
ital deficient member that has positive
tangible capital if it receives written
notice from the appropriate federal
banking agency or insurer that the
member’s use of Bank advances has
been prohibited. The Bank shall
promptly provide the Finance Board
with a copy of any such notice.

(ii) A Bank may resume lending to
such a capital deficient member if the
Bank receives a written statement
from the appropriate federal banking
agency or insurer which re-establishes
the member’s ability to use advances.

(e) Reporting. (1) Each Bank shall pro-
vide the Finance Board with a monthly
report of the advances and commit-
ments outstanding to each of its mem-
bers.

(2) Such monthly report shall be in a
format or on a form prescribed by the
Finance Board.

(3) Each Bank shall, upon written re-
quest from a member’s appropriate fed-
eral banking agency or insurer, provide
to such entity information on advances
and commitments outstanding to the
member.

(f) Members without federal regulators.
In the case of members that are not
federally insured depository institu-
tions, the references in paragraphs (b),
(c), (d) and (e) of this section to ‘‘appro-
priate federal banking agency or in-
surer’’ shall mean the member’s state
regulator acting in a capacity similar
to an appropriate federal banking agen-
cy or insurer.

(g) Advance commitments. (1) In the
event that a member’s access to ad-
vances from a Bank is restricted pursu-
ant to this section, the Bank shall not
fund outstanding commitments for ad-
vances not exercised prior to the impo-
sition of the restriction. This require-
ment shall apply to all advance com-

mitments made by a Bank after August
25, 1993.

(2) Each Bank shall include the stipu-
lation contained in paragraph (g)(1) of
this section as a clause in either:

(i) The written advances agreement
required by § 935.4(b)(2) of this part; or

(ii) The written advances application
required by § 935.4(a) of this part.

[58 FR 29469, May 20, 1993, as amended at 59
FR 2949, Jan. 20, 1994]

§ 935.6 Terms and conditions for ad-
vances.

(a) Advance maturities. Each Bank
shall offer advances with maturities of
up to ten years, and may offer ad-
vances with longer maturities consist-
ent with the safe and sound operation
of the Bank.

(b) Advance pricing—(1) General. Each
Bank shall price its advances to mem-
bers taking into account the following
factors:

(i) The marginal cost to the Bank of
raising matching maturity funds in the
marketplace; and

(ii) The administrative and operating
costs associated with making such ad-
vances to members.

(2) Differential pricing. (i) Each Bank
may, in pricing its advances, distin-
guish among members based upon its
assessment of:

(A) The credit and other risks to the
Bank of lending to any particular
member; or

(B) Other reasonable criteria that
may be applied equally to all members.

(ii) Each Bank shall include in the
advances policy required by § 935.3(a) of
this part, standards and criteria for
such differential pricing and shall
apply such standards and criteria con-
sistently and without discrimination
to all members applying for advances.

(3) Affordable Housing Program ad-
vances. The advance pricing policies
and procedures contained in paragraph
(b)(1) of this section shall not apply in
the case of a Bank’s AHP advances
made pursuant to part 960 of this chap-
ter.

(c) Authorization for pricing advances.
(1) A Bank’s board of directors, a com-
mittee thereof, or the Bank’s presi-
dent, if so authorized by the Bank’s
board of directors, shall set the rates of
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interest on advances consistent with
paragraph (b) of this section.

(2) A Bank president authorized to
set interest rates on advances pursuant
to this paragraph (c) may delegate any
part of such authority to any officer or
employee of the Bank.

(d) Putable advances—(1) Disclosure. A
Bank that offers a putable advance to a
member shall disclose in writing to
such member the type and nature of
the risks associated with putable ad-
vance funding. The disclosure should
include detail sufficient to describe
such risks.

(2) Replacement funding. If a Bank ter-
minates a putable advance prior to the
stated maturity date of such advance,
the Bank shall offer to provide replace-
ment funding to the member.

(i) Term to maturity. At the option of
the member, a Bank shall offer replace-
ment funding:

(A) For the remaining term to matu-
rity of the putable advance; or

(B) For a term to maturity agreed
upon between the Bank and the mem-
ber.

(ii) Interest rate. At the option of the
member, a Bank shall price replace-
ment funding:

(A) At the market rate of interest; or
(B) At a predetermined rate of inter-

est agreed upon between the Bank and
the member.

(iii) Conversion. For purposes of this
part, replacement funding shall be con-
sidered the conversion of an outstand-
ing advance, and shall not be consid-
ered the renewal of an existing advance
or the extension of a new advance.

(3) Definition. For purposes of this
paragraph (d), the term putable advance
means an advance that a Bank may, at
its discretion, terminate and require
the member to repay prior to the stat-
ed maturity date of the advance.

[58 FR 29469, May 20, 1993, as amended at 61
FR 52687, Oct. 8, 1996]

§ 935.7 [Reserved]

§ 935.8 Fees.
(a) Fees in advances policy. All fees

charged by each Bank and any sched-
ules or formulas pertaining to such fees
shall be included in the Bank’s ad-
vances policy required by § 935.3(a) of
this part. Any such fee schedules or

formulas shall be applied consistently
and without discrimination to all
members.

(b) Prepayment fees. (1) Each Bank
shall establish and charge a prepay-
ment fee pursuant to a specified for-
mula which sufficiently compensates
the Bank for providing a prepayment
option on an advance, and which acts
to make the Bank financially indiffer-
ent to the borrower’s decision to repay
the advance prior to its maturity date.

(2) Prepayment fees are not required
for:

(i) Advances with original terms to
maturity or repricing periods of six
months or less;

(ii) Advances funded by callable debt;
or

(iii) Advances which are otherwise
appropriately hedged so that the Bank
is financially indifferent to their pre-
payment.

(3) The board of directors of each
Bank, a designated committee thereof,
or officers specifically authorized by
the board of directors, may waive a
prepayment fee only if such prepay-
ment will not result in an economic
loss to the Bank. Any such waiver
must subsequently be ratified by the
board of directors.

(4) A Bank, in determining whether
or not to waive a prepayment fee, shall
apply consistent standards to all of its
members.

(c) Commitment fees. Each Bank may
charge a fee for its commitment to
fund an advance.

(d) Other fees. Each Bank is author-
ized to charge other fees as it deems
necessary and appropriate.

§ 935.9 Collateral.

(a) Eligible security for advances. At
the time of origination or renewal of
an advance, each Bank shall obtain,
and thereafter maintain, a security in-
terest in collateral that meets the re-
quirements of one or more of the fol-
lowing categories:

(1) Mortgage loans and privately issued
securities. (i) Fully disbursed, whole
first mortgage loans on improved resi-
dential real property not more than 90
days delinquent; or

(ii) Privately issued mortgage-backed
securities, excluding the following:

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00659 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



664

12 CFR Ch. IX (1–1–99 Edition) § 935.10

(A) Securities which represent a
share of only the interest payments or
only the principal payments from the
underlying mortgage loans;

(B) Securities which represent a sub-
ordinate interest in the cash flows
from the underlying mortgage loans;

(C) Securities which represent an in-
terest in any residual payments from
the underlying pool of mortgage loans;
or

(D) Such other high-risk securities as
the Board in its discretion may deter-
mine.

(2) Agency securities. Securities
issued, insured or guaranteed by the
United States Government, or any
agency thereof, including without limi-
tation mortgage-backed securities, as
defined in § 935.1 of this part, issued or
guaranteed by:

(i) The Federal Home Loan Mortgage
Corporation;

(ii) The Federal National Mortgage
Association; or

(iii) The Government National Mort-
gage Association.

(3) Deposits. Deposits in a Bank.
(4) Other collateral. (i) Except as pro-

vided in paragraph (a)(4)(iii) of this sec-
tion, other real estate-related collat-
eral acceptable to the Bank if:

(A) Such collateral has a readily as-
certainable value; and

(B) The Bank can perfect a security
interest in such collateral.

(ii) Eligible other real estate-related
collateral may include, but is not lim-
ited to:

(A) Privately issued mortgage-
backed securities not otherwise eligi-
ble under paragraph (a)(1)(ii) of this
section;

(B) Second mortgage loans, including
home equity loans;

(C) Commercial real estate loans; and
(D) Mortgage loan participations.
(iii) A Bank shall not permit the ag-

gregate amount of outstanding ad-
vances to any one member, secured by
such other real estate-related collat-
eral, to exceed 30 percent of such mem-
ber’s capital, as calculated according
to GAAP, at the time the advance is
issued or renewed.

(b) Bank restrictions on eligible collat-
eral. A Bank at its discretion may fur-
ther restrict the types of eligible col-
lateral acceptable to the Bank as secu-

rity for an advance, based upon the
creditworthiness or operations of the
borrower, the quality of the collateral,
or other reasonable criteria.

(c) Additional collateral. The provi-
sions of paragraph (a) of this section
shall not affect the ability of any Bank
to take such steps as it deems nec-
essary to protect its secured position
on outstanding advances, including re-
quiring additional collateral, whether
or not such additional collateral con-
forms to the requirements for eligible
collateral in paragraph (a) of this sec-
tion or section 10 of the Act (12 U.S.C.
1430).

(d) Bank stock as collateral. (1) Pursu-
ant to section 10(c) of the Act (12
U.S.C. 1430(c)), a Bank shall have a lien
upon, and shall hold, the stock of a
member in the Bank as further collat-
eral security for all indebtedness of the
member to the Bank.

(2) The written security agreement
used by the Bank shall provide that the
borrowing member’s Bank stock is as-
signed as additional security by the
member to the Bank.

(3) The security interest of the Bank
in such member’s Bank stock shall be
entitled to the priority provided for in
section 10(f) of the Act (12 U.S.C.
1430(f)).

(e) Collateral security requiring formal
approval. No home mortgage loan oth-
erwise eligible to be accepted as collat-
eral for an advance by a Bank under
this section shall be accepted as collat-
eral for an advance if any director, offi-
cer, employee, attorney or agent of the
Bank or of the borrowing member is
personally liable thereon, unless the
board of directors of the Bank has spe-
cifically approved such acceptance by
formal resolution, and the Board has
endorsed such resolution.

§ 935.10 Banks as secured creditors.

(a) Except as provided in paragraph
(b) of this section, notwithstanding any
other provision of law, any security in-
terest granted to a Bank by a member,
or by an affiliate of such member, shall
be entitled to priority over the claims
and rights of any party, including any
receiver, conservator, trustee or simi-
lar party having rights of a lien credi-
tor, to such collateral.

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00660 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



665

Federal Housing Finance Board § 935.13

(b) A Bank’s security interest as de-
scribed in paragraph (a) of this section
shall not be entitled to priority over
the claims and rights of a party that:

(1) Would be entitled to priority
under otherwise applicable law; and

(2) Is an actual bona fide purchaser
for value of such collateral or is an ac-
tual secured party whose security in-
terest in such collateral is perfected in
accordance with applicable state law.

§ 935.11 Pledged collateral; verifica-
tion.

(a) Collateral safekeeping. (1) A Bank
may permit a member that is a deposi-
tory institution to retain documents
evidencing collateral pledged to the
Bank, provided that the Bank and such
member have executed a written secu-
rity agreement pursuant to § 935.4(c) of
this part whereby such collateral is re-
tained solely for the Bank’s benefit and
subject to the Bank’s control and di-
rection.

(2) A Bank shall take any steps nec-
essary to ensure that its security inter-
est in all collateral pledged by non-de-
pository institutions for an advance is
as secure as its security interest in col-
lateral pledged by depository institu-
tions.

(3) A Bank may at any time perfect
its security interest in collateral secur-
ing an advance to a member.

(b) Collateral verification. Each Bank
shall establish written procedures,
with standards similar to those estab-
lished by the Auditing Standards Board
of the American Institute of Certified
Public Accountants, for verifying the
existence of collateral securing the
Bank’s advances, and shall regularly
verify the existence of the collateral
securing its advances in accordance
with such procedures.

§ 935.12 Collateral valuation; apprais-
als.

(a) Each Bank shall establish written
procedures for determining the value of
the collateral securing the Bank’s ad-
vances, and shall determine the value
of such collateral in accordance with
such procedures.

(b) Each Bank shall apply the valu-
ation procedures consistently and fair-
ly to all borrowing members, and the
valuation ascribed to any item of col-

lateral by the Bank shall be conclusive
as between the Bank and the member.

(c) A Bank may require a member to
obtain an appraisal of any item of col-
lateral, and to perform such other in-
vestigations of collateral as the Bank
deems necessary and proper.

§ 935.13 Restrictions on advances to
members that are not qualified
thrift lenders.

(a) Restrictions on advances to non-
QTL members. (1) Except as provided in
paragraphs (a)(4) and (a)(5) of this sec-
tion, a Bank may make or renew an ad-
vance to a non-QTL member only
under the following conditions:

(i) The advance is for the purpose of
purchasing or funding new or existing
residential housing finance assets, as
determined pursuant to paragraph
(a)(2) of this section;

(ii) The member holds Bank stock at
the time it receives the advance in an
amount equal to at least five percent of
the outstanding principal amount of
the member’s total advances, divided
by such member’s ATIP, calculated
pursuant to paragraph (a)(3) of this sec-
tion; and

(iii) Making the advance will not
cause the aggregate amount of ad-
vances issued by the twelve Banks to
non-QTL members to exceed 30 percent
of the aggregate amount of the twelve
Banks’ total outstanding advances.

(2) Prior to approving an application
for an advance by a non-QTL member,
a Bank shall determine that the prin-
cipal amount of all advances outstand-
ing to the member at the time the ad-
vance is requested does not exceed the
total book value of residential housing
finance assets held by such member,
which shall be determined using the
most recent Report of Condition and
Income or financial statement made
available by the member.

(3)(i) A Bank shall calculate each
non-savings association member’s
ATIP at least annually, between July 1
and October 31, based upon financial
data as of June 30 of that calendar
year. The Bank may, in its discretion,
calculate a member’s ATIP more fre-
quently than annually.

(ii) In determining a non-savings as-
sociation member’s annual ATIP, a
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Bank shall use the financial informa-
tion from the member’s June 30 call re-
port as the primary source of informa-
tion. A Bank making ATIP determina-
tions other than as part of the annual
QTL determination (whether for exist-
ing members or new members) shall
use the member’s most recent call re-
port, except that in determining the
amount of a member’s loan to small
businesses a Bank may use the infor-
mation for such loans on the member’s
most recent June 30 call report. If any
information necessary for determining
the member’s ATIP is not separately
identified on a member’s call report,
the Bank may rely on a written certifi-
cation provided by the member that at-
tests to the dollar amount and com-
position of those other assets that
meet the definitions of ‘‘qualified
thrift investments’’ or ‘‘portfolio as-
sets’’ as of the date of the call report.
Notwithstanding the preceding two
sentences, a Bank may, at its option,
accept from a non-savings association
member preliminary information as to
the dollar amount and composition of
assets that meet the definitions of
‘‘qualified thrift investments’’ or
‘‘portfolio assets,’’ provided that the
Bank thereafter verifies against the
most recent call report the accuracy of
any items that are also available from
the call report. In any case in which a
Bank relies on a certification from a
non-savings association member as to
its level of ‘‘qualified thrift invest-
ments’’ or ‘‘portfolio assets,’’ the cer-
tification must recite that the infor-
mation is accurate as of the date speci-
fied, must be in writing and be signed
and dated by the chief executive officer
of the member. The chief executive of-
ficer may delegate authority to sign
and date the certification to the chief
financial officer, chief operating offi-
cer, or controller of the member.

(iii) For purposes of this section, the
term‘‘call report’’ shall include:

(A) With respect to a commercial
bank, the annual or quarterly ‘‘Report
of Condition and Income‘‘ submitted to
its appropriate Federal banking agen-
cy;

(B) With respect to a credit union,
the quarterly or semi-annual call re-
port submitted to the National Credit
Union Administration; and

(C) With respect to an insurance com-
pany, its National Association of Insur-
ance Commissioners annual regulatory
filing.

(iv) For purposes of this section, the
amount of a member’s ‘‘loans to small
businesses’’ shall include any commer-
cial business loan (or series of loans to
the same borrower) in the original
amount of $1 million or less, any farm
loan (or series of loans to the same bor-
rower) in the original amount of
$500,000 or less, and any loan to a
‘‘small business’’ as that term is de-
fined by section 3(a) of the Small Busi-
ness Act, 15 U.S.C. 632(a), and imple-
mented by the Small Business Admin-
istration at 13 CFR part 121, or any
successor provisions.

(4) The requirements of paragraphs
(a) (1), (2), and (3) of this section shall
not apply to:

(i) A savings bank, as defined in sec-
tion 3(g) of the Federal Deposit Insur-
ance Act, as amended (12 U.S.C.
1813(g)); or

(ii) A Federal savings association in
existence as such on August 9, 1989
that:

(A) Was a state chartered savings
bank or cooperative bank before Octo-
ber 15, 1982; or

(B) Acquired its principal assets from
an institution that was a state char-
tered savings bank or cooperative bank
before October 15, 1982.

(5) The requirements of paragraph
(a)(2) of this section shall not apply to
applications from non-savings associa-
tion members for CICA advances.

(b) Priority for QTL members. (1) Ex-
cept as provided in paragraph (b)(3) of
this section, if a Bank is unable to
meet the aggregate advance demand of
all of its members, the Bank shall give
priority to applications for advances
from its QTL members, subject to the
following considerations:

(i) The effect of making the advances
on the financial integrity of the Bank;

(ii) The member’s creditworthiness;
(iii) The availability of funding with

maturities compatible with advances
applications; and

(iv) Any other factors that the Bank
determines to be relevant.

(2) The institutions identified in
paragraph (a)(4) of this section shall be
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treated as QTLs for purposes of this
paragraph (b).

(3) The requirement of paragraph
(b)(1) of this section shall not apply to
a Bank’s special, or otherwise limited,
advance offerings.

(c) Additional restrictions on advances
to non-QTL savings associations. (1) Ei-
ther the Bank’s written advances
agreement required by § 935.4(b)(2) of
this part or the written advances appli-
cation authorized in § 935.4(a) of this
part shall require that each savings as-
sociation member, which pursuant to
the QTL requirements of the OTS be-
comes ineligible for Bank advances,
immediately provide its Bank with
written notification of its ineligibility.

(2) Except as requested in writing by
the OTS, or as authorized in § 935.18(c)
of this part, a Bank shall not make an
advance to a savings association mem-
ber after receiving written notification
from such member or from the OTS
that such member is ineligible for ad-
vances pursuant to the QTL require-
ments of the OTS.

(d) Repayment of advances by non-QTL
savings association members. (1) Each
Bank, if informed by a savings associa-
tion member or the OTS that the mem-
ber has failed to regain its QTL status
and is required to repay said member’s
advances prior to maturity, shall, in
conjunction with the non-QTL savings
association member, develop a sched-
ule for the prompt and prudent repay-
ment of any outstanding advances held
by that member, consistent with the
member’s and the Bank’s safe and
sound operations.

(2) The schedule agreed to under
paragraph (d)(1) of this section shall be
provided promptly by the Bank to the
Board and the OTS.

(e) Advance commitments. Either the
Bank’s written advances agreement re-
quired by § 935.4(b)(2) of this part or the
written advances application author-
ized in § 935.4(a) of this part shall stipu-
late that the Bank shall not honor ad-
vance commitments previously made
to members whose access to advances

is subsequently restricted pursuant to
paragraphs (a) or (c) of this section.

(The Office of Management and Budget ap-
proved the information collection require-
ments contained in this section and assigned
control number 3069–0057 with an expiration
date of April 30, 2000)

[58 FR 29469, May 20, 1993, as amended at 62
FR 52015, Oct. 6, 1997; 63 FR 65545, Nov. 27,
1998]

§ 935.14 Limitations on long-term ad-
vances.

(a) A Bank shall make long-term ad-
vances only for the purpose of enabling
a member to purchase or fund new or
existing residential housing finance as-
sets.

(b)(1) Prior to approving an applica-
tion for a long-term advance, a Bank
shall determine that the principal
amount of all long-term advances cur-
rently held by the member does not ex-
ceed the total book value of residential
housing finance assets held by such
member. The Bank shall determine the
total book value of such residential
housing finance assets, using the most
recent Thrift Financial Report, Report
of Condition and Income, or financial
statement made available by the mem-
ber.

(2) Applications for CICA advances
are exempt from the requirements of
paragraph (b)(1) of this section.

[58 FR 29469, May 20, 1993, as amended at 63
FR 65545, Nov. 27, 1998]

§ 935.15 Capital stock requirements;
unilateral redemption of excess
stock.

(a) Capital stock requirement for ad-
vances. (1) At no time shall the aggre-
gate amount of outstanding advances
made by a Bank to a member exceed 20
times the amount paid in by such
member for capital stock in the Bank.

(2) A non-QTL member shall hold
stock in the Bank at the time it re-
ceives an advance in an amount equal
to at least the amount of stock re-
quired to be held pursuant to
§ 935.13(a)(1)(ii) of this part.
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(b) Unilateral redemption of excess
stock. A Bank, after providing 15 cal-
endar days advance written notice to a
member, may unilaterally redeem that
amount of the member’s Bank stock
that exceeds the stock requirements
set forth in paragraph (a) of this sec-
tion or, in the case of a non-QTL mem-
ber, the stock requirements set forth in
§ 935.13(a)(1)(ii) of this part, provided
the minimum amount required in sec-
tions 6(b)(1) and 10(e)(3) of the Act is
maintained. The Banks shall have the
discretion to determine the timing of
such unilateral redemption, provided
that the Bank’s redemption policy is
consistent with the requirement of sec-
tion 7(j) of the Act (12 U.S.C. 1427(j))
which provides for fair and impartial
treatment of all members.

§ 935.16 Advance participations.
A Bank may allow any other Bank to

purchase a participation interest in
any advance, and any other Bank may
accept a participation interest therein,
together with an appropriate assign-
ment of security therefor, subject to
the approval of the boards of directors
of the relevant Banks.

§ 935.17 Intradistrict transfer of ad-
vances.

(a) Advances held by members. A Bank
may allow one of its members to as-
sume an advance extended by the Bank
to another of its members, provided the
assumption complies with the require-
ments of this part governing the
issuance of new advances. A Bank may
charge an appropriate fee for process-
ing the transfer.

(b) Advances held by nonmembers. A
Bank may allow one of its members to
assume an advance held by a nonmem-
ber, provided the advance was origi-
nated by the Bank and provided the as-
sumption complies with the require-
ments of this part governing the
issuance of new advances. A Bank may
charge an appropriate fee for process-
ing the transfer.

[59 FR 2950, Jan. 20, 1994]

§ 935.18 Special advances to savings
associations.

(a) Eligible institutions. (1) A Bank,
upon receipt of a written request from
the Director of the OTS, may make

short-term advances to a savings asso-
ciation member.

(2) Such request must certify that
the member:

(i) Is solvent but presents a super-
visory concern to the OTS because of
the member’s financial condition; and

(ii) Has reasonable and demonstrable
prospects of returning to a satisfactory
financial condition.

(b) Terms and conditions. Advances
made by a Bank to a member savings
association under this section shall:

(1) Be subject to all applicable collat-
eral requirements of the Bank, this
part and section 10(a) of the Act (12
U.S.C. 1430(a)); and

(2) Be at the interest rate applicable
to advances of similar type and matu-
rity that are made available to other
members that do not pose such a super-
visory concern.

§ 935.19 Liquidation of advances upon
termination of membership.

If an institution’s membership in a
Bank is terminated, the Bank shall de-
termine an orderly schedule for liq-
uidating any indebtedness of such
member to the Bank; this section shall
not require a Bank to call any such in-
debtedness prior to maturity of the ad-
vance. The Bank shall deem any such
liquidation a prepayment of the mem-
ber’s indebtedness, and the member
shall be subject to any fees applicable
to such prepayment.

Subpart B—Advances to
Nonmembers

SOURCE: 62 FR 12079, Mar. 14, 1997, unless
otherwise noted.

§ 935.20 Advances to the Savings Asso-
ciation Insurance Fund.

(a) Authority. Upon receipt of a writ-
ten request from the FDIC, a Bank
may make advances to the FDIC for
the use of the SavingsAssociation In-
surance Fund. The Bank shall provide
a copy of such request to the Board.

(b) Requirements. Advances to the
FDIC for the use of the Savings Asso-
ciation Insurance Fund shall:

(1) Bear a rate of interest not less
than the Bank’s marginal cost of funds,
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taking into account the maturities in-
volved and reasonable administrative
costs;

(2) Have a maturity acceptable to the
Bank;

(3) Be subject to any prepayment,
commitment, or other appropriate fees
of the Bank; and

(4) Be adequately secured by collat-
eral acceptable to the Bank.

§ 935.21 Scope.
With the exception of § 935.13, and ex-

cept as otherwise provided in § 935.20
and § 935.24, the requirements of sub-
part A of this part apply to this sub-
part.

§ 935.22 Nonmember mortgagee eligi-
bility requirements.

(a) Authority. Subject to the provi-
sions of the Act and this subpart, a
Bank may make advances to an entity
that is not a member of the Bank if the
Bank has certified the entity as a non-
member mortgagee.

(b) Eligibility requirements. A Bank
may certify as a nonmember mortga-
gee any applicant that meets the fol-
lowing requirements:

(1) The applicant is approved under
title II of the National Housing Act (12
U.S.C. 1707, et seq.);

(2) The applicant is a chartered insti-
tution having succession;

(3) The applicant is subject to the in-
spection and supervision of some gov-
ernmental agency;

(4) The principal activity of the ap-
plicant in the mortgage field consists
of lending its own funds; and

(5) The financial condition of the ap-
plicant is such that advances may be
safely made to it.

(c) Satisfaction of eligibility require-
ments—(1) HUD approval requirement.
An applicant shall be deemed to meet
the requirement in section 10b(a) of the
Act and paragraph (b)(1) of this section
that it be approved under title II of the
National Housing Act if it submits a
current HUD Yearly Verification Re-
port or other documentation issued by
HUD stating that the Federal Housing
Administration of HUD has approved
the applicant as a mortgagee.

(2) Charter requirement. An applicant
shall be deemed to meet the require-
ment in section 10b(a) of the Act and

paragraph (b)(2) of this section that it
be a chartered institution having suc-
cession if it provides evidence satisfac-
tory to the Bank, such as a copy of, or
a citation to, the statutes and/or regu-
lations under which the applicant was
created, that:

(i) The applicant is a government
agency; or

(ii) The applicant is chartered under
state, federal, local, tribal, or Alaska
Native village law as a corporation or
other entity that has rights, character-
istics, and powers under applicable law
similar to those granted a corporation.

(3) Inspection and supervision require-
ment. An applicant shall be deemed to
meet the inspection and supervision re-
quirement in section 10b(a) of the Act
and paragraph (b)(3) of this section if it
provides evidence satisfactory to the
Bank, such as a copy of, or a citation
to, relevant statutes and/or regula-
tions, that, pursuant to statute or reg-
ulation, the applicant is subject to the
inspection and supervision of a federal,
state, local, tribal, or Alaska native
village governmental agency. An appli-
cant shall be deemed to meet the in-
spection requirement if there is a stat-
utory or regulatory requirement that
the applicant be audited or examined
periodically by a governmental agency
or by an external auditor. An applicant
shall be deemed to meet the super-
vision requirement if the governmental
agency has statutory or regulatory au-
thority to remove an applicant’s offi-
cers or directors for cause or otherwise
exercise enforcement or administrative
control over actions of the applicant.
For purposes of this paragraph (c)(3),
the term ‘‘governmental agency’’ in-
cludes the governor, legislature, and
any other component of a federal,
state, local, tribal, or Alaska native
village government with authority to
act for or on behalf of that govern-
ment.

(4) Mortgage activity requirement. An
applicant shall be deemed to meet the
mortgage activity requirement in sec-
tion 10b(a) of the Act and paragraph
(b)(4) of this section if it provides docu-
mentary evidence satisfactory to the
Bank, such as a financial statement or
other financial documents that include
the applicant’s mortgage loan assets
and their funding liabilities, that it
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lends its own funds as its principal ac-
tivity in the mortgage field. Lending
funds includes, but is not limited to,
the purchase of whole mortgage loans.
In the case of a federal, state, local,
tribal, or Alaska Native village govern-
ment agency, appropriated funds shall
be considered an applicant’s own funds.
An applicant shall be deemed to satisfy
this requirement notwithstanding that
the majority of its operations are unre-
lated to mortgage lending if its mort-
gage activity conforms to this require-
ment. An applicant that acts prin-
cipally as a broker for others making
mortgage loans, or whose principal ac-
tivity is to make mortgage loans for
the account of others, does not meet
this requirement.

(5) Financial condition requirement. An
applicant shall be deemed to meet the
financial condition requirement in
paragraph (b)(5) of this section if the
Bank determines that advances may be
safely made to the applicant. The ap-
plicant shall submit to the Bank copies
of its most recent regulatory audit or
examination report, or external audit
report, and any other documentary evi-
dence, such as financial or other infor-
mation, that the Bank may require to
make the determination.

(d) State housing finance agencies. In
addition to meeting the requirements
in paragraph (b) of this section, any ap-
plicant seeking access to advances as a
SHFA pursuant to § 935.24(b)(2) shall
provide evidence satisfactory to the
Bank, such as a copy of, or a citation
to, the statutes and/or regulations de-
scribing the applicant’s structure and
responsibilities, that the applicant is a
state housing finance agency as defined
in § 935.1.

(e) Ineligibility. Except as otherwise
provided in this subpart, if an appli-
cant does not satisfy the requirements
of this subpart, the applicant is ineli-
gible to be certified as a nonmember
mortgagee.

(The Office of Management and Budget
approved the information collection re-
quirements contained in this section
and assigned control number 3069–0005
with an expiration date of November
30, 1999)

§ 935.23 Nonmember mortgagee appli-
cation process.

(a) Authority. The Banks are author-
ized to approve or deny all applications
for certification as a nonmember mort-
gagee, subject to the requirements of
the Act and this subpart. A Bank may
delegate the authority to approve ap-
plications for certification as a non-
member mortgagee only to a commit-
tee of the Bank’s board of directors,
the Bank president, or a senior officer
who reports directly to the Bank presi-
dent other than an officer with respon-
sibility for business development.

(b) Application requirements. An appli-
cant for certification as a nonmember
mortgagee shall submit an application
that satisfies the requirements of the
Act and this subpart to the Bank of the
district in which the applicant’s prin-
cipal place of business, as determined
in accordance with part 933 of this
chapter, is located.

(c) Application process—(1) Action on
applications. A Bank shall approve or
deny an application for certification as
a nonmember mortgagee within 60 cal-
endar days of the date the Bank deems
the application to be complete. A Bank
shall deem an application complete,
and so notify the applicant in writing,
when it has obtained all of the infor-
mation required by this subpart and
any other information it deems nec-
essary to process the application. If a
Bank determines during the review
process that additional information is
necessary to process the application,
the Bank may deem the application in-
complete and stop the 60-day time pe-
riod by providing written notice to the
applicant. When the Bank receives the
additional information, it shall again
deem the application complete, so no-
tify the applicant in writing, and re-
sume the 60-day time period where it
stopped.

(2) Decision on applications. The Bank
or a duly delegated committee of the
Bank’s board of directors, the Bank
president, or a senior officer who re-
ports directly to the Bank president
other than an officer with responsibil-
ity for business development shall ap-
prove, or the board of directors of a
Bank shall deny, each application for
certification as a nonmember mortga-
gee by a written decision resolution
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stating the grounds for the decision.
Within three business days of a Bank’s
decision on an application, the Bank
shall provide the applicant and the
Board with a copy of the Bank’s deci-
sion resolution.

(3) File. The Bank shall maintain a
certification file for each applicant for
at least three years after the date the
Bank decides whether to approve or
deny certification or the date the
Board resolves any appeal, whichever is
later. At a minimum, the certification
file shall include all documents sub-
mitted by the applicant or otherwise
obtained or generated by the Bank con-
cerning the applicant, all documents
the Bank relied upon in making its de-
termination regarding certification, in-
cluding copies of statutes and regula-
tions, and the decision resolution.

(4) Appeals. Within 90 calendar days
of the date of a Bank’s decision to deny
an application for certification as a
nonmember mortgagee, the applicant
may submit a written appeal to the
Board that includes the Bank’s deci-
sion resolution and a statement of the
basis for the appeal with sufficient
facts, information, analysis, and expla-
nation to support the applicant’s posi-
tion. Appeals shall be sent to the Fed-
eral Housing Finance Board, 1777 F
Street, N.W., Washington D.C. 20006,
with a copy to the Bank.

(i) Record for appeal. Upon receiving a
copy of an appeal, the Bank whose ac-
tion has been appealed shall provide to
the Board a complete copy of the appli-
cant’s certification file maintained by
the Bank under paragraph (c)(3) of this
section. Until the Board resolves the
appeal, the Bank shall promptly pro-
vide to the Board any relevant new ma-
terials it receives. The Board may re-
quest additional information or further
supporting arguments from the appli-
cant, the Bank, or any other party that
the Board deems appropriate.

(ii) Deciding appeals. Within 90 cal-
endar days of the date an applicant
files an appeal with the Board, the
Board shall consider the record for ap-
peal described in paragraph (c)(4)(i) of
this section and resolve the appeal
based on the requirements of the Act
and this subpart.

(The Office of Management and Budget
approved the information collection re-

quirements contained in this section
and assigned control number 3069–0005
with an expiration date of November
30, 1999)

§ 935.24 Advances to nonmember mort-
gagees.

(a) Authority. Subject to the provi-
sions of the Act and this subpart, a
Bank may make advances only to a
nonmember mortgagee whose principal
place of business, as determined in ac-
cordance with part 933 of this chapter,
is located in the Bank’s district.

(b) Collateral requirements—(1) Ad-
vances to nonmember mortgagees. A Bank
may make an advance to any nonmem-
ber mortgagee upon the security of the
following collateral:

(i) Mortgage loans insured by the
Federal Housing Administration of
HUD under title II of the National
Housing Act; or

(ii) Securities representing a whole
interest in the principal and interest
payments due on a pool of mortgage
loans insured by the Federal Housing
Administration of HUD under title II of
the National Housing Act. A Bank may
only accept as collateral the securities
described in this paragraph (b)(1)(ii) if
the nonmember mortgagee provides
evidence that such securities are
backed solely by mortgages of the type
described in paragraph (b)(1)(i) of this
section.

(2) Certain advances to SHFAs. (i) In
addition to the collateral described in
paragraph (b)(1) of this section, a Bank
may make an advance to a nonmember
mortgagee that has satisfied the re-
quirements of § 935.22(d) for the purpose
of facilitating residential or commer-
cial mortgage lending that benefits in-
dividuals or families meeting the in-
come requirements in section 142(d) or
143(f) of the Internal Revenue Code (26
U.S.C. 142(d) or 143(f)) upon the secu-
rity of the following collateral:

(A) The collateral described in
§ 935.9(a) (1) or (2).

(B) The collateral described in
§ 935.9(a)(3). Solely for the purpose of
facilitating acceptance of such collat-
eral, a Bank may establish a cash col-
lateral account for a nonmember mort-
gagee that has satisfied the require-
ments of § 935.22(d).
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(C) The real estate related collateral
described in § 935.9(a)(4), provided that
such collateral is comprised of mort-
gage loans on one-to-four family or
multifamily residential property and
the acceptance of such collateral will
not increase the total amount of ad-
vances outstanding to the SHFA se-
cured by such collateral beyond 30 per-
cent of its GAAP capital, as computed
by the Bank.

(ii) Prior to making an advance pur-
suant to this paragraph (b)(2), a Bank
shall obtain a written certification
from the nonmember mortgagee that it
shall use the proceeds of the advance
for the purposes described in paragraph
(b)(2)(i) of this section.

(c) Terms and conditions—(1) General.
Subject to the provisions of this para-
graph (c), a Bank, in its discretion,
shall determine whether, and on what
terms, it will make advances to a non-
member mortgagee.

(2) Advance pricing. (i) A Bank shall
price advances to nonmember mortga-
gees in accordance with the require-
ments for pricing advances to members
set forth in § 935.6(b). Wherever the
term ‘‘member’’ appears in § 935.6(b),
the term shall be construed also to
mean ‘‘nonmember mortgagee.’’

(ii) A Bank shall apply the pricing
criteria identified in § 936.5(b)(2) equal-
ly to all of its member and nonmember
mortgagee borrowers.

(3) Limit on advances. The principal
amount of any advance made to a non-
member mortgagee may not exceed 90
percent of the unpaid principal of the
mortgage loans or securities pledged as
security for the advance. This limit
does not apply to an advance made to
a nonmember mortgagee under para-
graph (b)(2) of this section.

(d) Transaction accounts. Solely for
the purpose of facilitating the making
of advances to a nonmember mortga-
gee, a Bank may establish a trans-
action account for each nonmember
mortgagee.

(e) Loss of eligibility—(1) Notification of
status changes. A Bank shall require a
nonmember mortgagee that applies for
an advance to agree in writing that it
will promptly inform the Bank of any
change in its status as a nonmember
mortgagee.

(2) Verification of eligibility. A Bank
may, from time to time, require a non-
member mortgagee to provide evidence
that it continues to satisfy all of the
eligibility requirements of the Act and
this subpart.

(3) Loss of eligibility. A Bank shall not
extend a new advance or renew an ex-
isting advance to a nonmember mort-
gagee that no longer meets the eligi-
bility requirements of the Act and this
subpart until the entity has provided
evidence satisfactory to the Bank that
it is in compliance with such require-
ments.

(The Office of Management and Budget
approved the information collection re-
quirements contained in this section
and assigned control number 3069–0005
with an expiration date of November
30, 1999)

PART 936—COMMUNITY SUPPORT
REQUIREMENTS

Sec.
936.1 Definitions.
936.2 Community support requirement.
936.3 Community support standards.
936.4 Decision on community support state-

ments.
936.5 Restrictions on access to long-term

advances.
936.6 Bank community support programs.
936.7 Reports.

AUTHORITY: 12 U.S.C. 1422a(a)(3)(B),
1422b(a)(1), 1429, and 1430.

SOURCE: 62 FR 28988, May 29, 1997, unless
otherwise noted.

§ 936.1 Definitions.
For purposes of this part:
(a) Act means the Federal Home Loan

Bank Act, as amended (12 U.S.C. 1421,
et seq.).

(b) Advance has the same meaning as
in § 935.1 of this chapter.

(c) Advisory Council means the Advi-
sory Council each Bank is required to
establish pursuant to section 10(j)(11)
of the Act and part 960 of this chapter.

(d) Affordable Housing Program or AHP
means the program each Bank is re-
quired to establish pursuant to section
10(j) of the Act and part 960 of this
chapter.

(e) Appropriate federal financial super-
visory agency means the Office of the
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Comptroller of the Currency for na-
tional banks; the Board of Governors of
the Federal Reserve System for state
chartered banks that are members of
the Federal Reserve System and bank
holding companies; the Federal Deposit
Insurance Corporation for state char-
tered banks and savings banks that are
not members of the Federal Reserve
System and the deposits of which are
insured by the Federal Deposit Insur-
ance Corporation; and the Office of
Thrift Supervision for savings associa-
tions the deposits of which are insured
by the Federal Deposit Insurance Cor-
poration and savings and loan holding
companies.

(f) Bank or Banks means a Federal
Home Loan Bank or the Federal Home
Loan Banks.

(g) CICA or Community Investment
Cash Advance has the same meaning as
in § 935.1 of this chapter.

(h) Community lending has the same
meaning as in § 970.3 of this chapter.

(i) CRA means the Community Rein-
vestment Act of 1977, as amended (12
U.S.C. 2901, et seq.).

(j) CRA evaluation means the public
disclosure portion of the CRA perform-
ance evaluation provided by a mem-
ber’s appropriate federal financial su-
pervisory agency.

(k) Finance Board means the agency
established as the Federal Housing Fi-
nance Board.

(l) First-time homebuyer means:
(1) An individual and his or her

spouse, if any, who has had no present
ownership interest in a principal resi-
dence during the three-year period
prior to purchase of a principal resi-
dence.

(2) A displaced homemaker who, ex-
cept for owning a residence with his or
her spouse or residing in a residence
owned by his or her spouse, meets the
requirements of paragraph (l)(1) of this
section. For purposes of this paragraph
(l)(2), the term displaced homemaker
means an adult who has not worked
full-time, full-year in the labor force
for a number of years and, during that
period, worked primarily without re-
muneration to care for a home and
family, and currently is unemployed or
underemployed and is experiencing dif-
ficulty in obtaining or upgrading em-
ployment.

(3) A single parent who, except for
owning a residence with his or her
spouse or residing in a residence owned
by his or her spouse, meets the require-
ments of paragraph (l)(1) of this sec-
tion. For purposes of this paragraph
(l)(3), the term single parent means an
individual who is unmarried or legally
separated from a spouse and has cus-
tody or joint custody of one or more
minor children or is pregnant.

(m) Long-term advance means an ad-
vance with a term to maturity greater
than one year.

(n) Member means an institution ad-
mitted to membership and owning cap-
ital stock in a Bank.

(o) Restriction on access to long-term
advances means a member may not bor-
row long-term advances or renew any
maturing advance for a term to matu-
rity greater than one year.

[62 FR 28988, May 29, 1997, as amended at 63
FR 65545, Nov. 27, 1998]

§ 936.2 Community support require-
ment.

(a) Selection for community support re-
view. The Finance Board shall select a
member for community support review
approximately once every two years.

(b) Notice—(1) By the Finance Board.
The Finance Board concurrently shall:

(i) Notify each Bank of the members
within its district that are required to
submit community support statements
during the calendar quarter; and

(ii) Publish a notice in the FEDERAL
REGISTER that includes the name and
address of each member required to
submit a community support state-
ment during the calendar quarter, and
the deadline for submission of the com-
munity support statement to the Fi-
nance Board. The deadline for submis-
sion of a community support statement
shall be no earlier than 45 calendar
days after the date of publication of
the notice in the FEDERAL REGISTER.

(2) By the Banks. Within 15 calendar
days of the date of publication in the
FEDERAL REGISTER of the notice re-
quired by paragraph (b)(1)(ii) of this
section, a Bank shall provide written
notice:

(i) To each member within its dis-
trict that is named in the FEDERAL
REGISTER notice, that the member is
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required to submit a community sup-
port statement to the Finance Board
by the deadline stated in the FEDERAL
REGISTER notice; and

(ii) Its Advisory Council and non-
profit housing developers, community
groups, and other interested parties in
its district of the name and address of
each member within its district that is
required to submit a community sup-
port statement during the calendar
quarter.

(c) Required documents. Each member
selected for community support review
shall submit a completed Community
Support Statement Form executed by
an appropriate senior officer to the Fi-
nance Board and any other information
the Finance Board may require to de-
termine whether a member meets the
community support standards.

(d) Public comments. In reviewing a
member for compliance with the com-
munity support requirement, the Fi-
nance Board shall take into consider-
ation any public comments it has re-
ceived concerning the member.

(The Office of Management and Budget ap-
proved the information collection require-
ments contained in this section and assigned
control number 3069–0003 with an expiration
date of December 31, 1999.)

§ 936.3 Community support standards.
(a) In general. In reviewing a commu-

nity support statement, the Finance
Board shall take into account a mem-
ber’s performance under the CRA if the
member is subject to the requirements
of the CRA, and the member’s record of
lending to first-time homebuyers.

(b) CRA standard—(1) Adequate per-
formance. A member that is subject to
the requirements of the CRA shall be
deemed to meet the CRA standard if
the rating in the member’s most recent
CRA evaluation is ‘‘outstanding’’ or
‘‘satisfactory.’’

(2) Probationary performance. A mem-
ber that is subject to the requirements
of the CRA shall be subject to a proba-
tionary period if the rating in the
member’s most recent CRA evaluation
is ‘‘needs to improve.’’ The probation-
ary period shall extend until the mem-
ber’s appropriate federal financial su-
pervisory agency completes its next
CRA evaluation and issues a rating.
The member will be eligible to receive

long-term advances during the proba-
tionary period. If the member does not
meet the CRA standard at the end of
the probationary period, the Finance
Board shall restrict the member’s ac-
cess to long-term advances in accord-
ance with § 936.5.

(3) Inadequate performance. A mem-
ber’s access to long-term advances
shall be restricted in accordance with
§ 936.5 if the rating in the member’s
most recent CRA evaluation is ‘‘sub-
stantial noncompliance.’’

(c) First-time homebuyer standard—(1)
Adequate performance. In the absence of
public comments or other information
to the contrary, a member shall be pre-
sumed to meet the first-time home-
buyer standard if the member is sub-
ject to the requirements of the CRA
and the rating in the member’s most
recent CRA evaluation is ‘‘outstand-
ing.’’ In determining whether other
members meet the first-time home-
buyer standard, the Finance Board
shall consider a member’s description
of its efforts to assist first-time or po-
tential first-time homebuyers or its ex-
planation of factors that affect its abil-
ity to assist first-time or potential
first-time homebuyers. A member shall
be deemed to meet the first-time home-
buyer standard if the member other-
wise demonstrates to the satisfaction
of the Finance Board that it:

(i) Has an established record of lend-
ing to first-time homebuyers; or

(ii) Has a program whereby it ac-
tively seeks to lend or support lending
to first-time homebuyers, including,
but not limited to, the following:

(A) Providing special credit products
with flexible underwriting standards
for first-time homebuyers;

(B) Participating in federal, state, or
local government, or nationwide home-
ownership lending programs that bene-
fit, serve, or are targeted to, first-time
homebuyers;

(C) Participating in loan consortia
for first-time homebuyer loans or loans
that serve predominantly low- or mod-
erate-income borrowers; or

(iii) Has a program whereby it ac-
tively seeks to assist or support orga-
nizations that assist potential first-
time homebuyers to qualify for mort-
gage loans, including, but not limited
to, the following:
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(A) Providing, participating in, or
supporting special counseling programs
or other homeownership education ac-
tivities that benefit, serve, or are tar-
geted to, first-time homebuyers;

(B) Providing or participating in
marketing plans and related outreach
programs targeted to first-time home-
buyers;

(C) Providing technical assistance of
financial support to organizations that
assist first-time homebuyers;

(D) Participating with or financially
supporting community or nonprofit
groups that assist first-time home-
buyers;

(E) Holding investments or making
loans that support first-time home-
buyer programs;

(F) Holding mortgage-backed securi-
ties that may include a pool of loans to
low- and moderate-income home-
buyers;

(G) Participating or investing in
service organizations that assist credit
unions in providing mortgages; or

(H) Participating in Bank commu-
nity lending programs; or

(iv) Has any combination of the ele-
ments described in paragraphs (c)(1)(i),
(ii), or (iii) of this section.

(2) Probationary performance. If the
evidence of first-time homebuyer per-
formance is deemed to be unsatisfac-
tory by the Finance Board, the member
shall be subject to a one-year proba-
tionary period. The member will be eli-
gible to receive long-term advances
during the probationary period. If the
member does not demonstrate compli-
ance with the first-time homebuyer
standard before the probationary pe-
riod ends, the Finance Board shall re-
strict the member’s access to long-
term advances in accordance with
§ 936.5.

(3) Inadequate performance. A mem-
ber’s access to long-term advances
shall be restricted in accordance with
§ 936.5 if the member provides no evi-
dence of first-time homebuyer perform-
ance.

(The Office of Management and Budget ap-
proved the information collection require-
ments contained in this section and assigned
control number 3069–0003 with an expiration
date of December 31, 1999.)

§ 936.4 Decision on community support
statements.

(a) Action on community support state-
ments. The Finance Board shall act on
each community support statement in
accordance with the requirements of
§ 936.3 within 75 calendar days of the
date the Finance Board deems the com-
munity support statement to be com-
plete. The Finance Board shall deem a
community support statement com-
plete when it has obtained all of the in-
formation required by this part and
any other information it deems nec-
essary to process the community sup-
port statement. If the Finance Board
determines during the review process
that additional information is nec-
essary to process the community sup-
port statement, the Finance Board
may deem the community support
statement incomplete and stop the 75-
day time period by providing written
notice to the member. When the Fi-
nance Board receives the additional in-
formation, it shall again deem the
community support statement com-
plete and resume the 75-day time pe-
riod where it stopped. The Finance
Board shall have 10 calendar days in
addition to the 75-day time period to
act on a community support statement
if the Finance Board receives the addi-
tional information on or after the sev-
entieth day of the 75-day time period.

(b) Decision on community support
statements. The Finance Board shall
provide written notice to the member
and the member’s Bank of its deter-
mination regarding the community
support statement submitted by the
member. The notice shall identify the
reasons for the Finance Board’s deter-
mination.

§ 936.5 Restrictions on access to long-
term advances.

(a) Requirement. The Finance Board
shall restrict a member’s access to
long-term advances if the member:

(1) Failed to comply with the require-
ments of this part;

(2) Submitted a community support
statement that was not approved by
the Finance Board;

(3) Did not receive a rating in a CRA
evaluation of ‘‘outstanding’’ or ‘‘satis-
factory’’ at the end of the probationary
period described in § 936.3(b)(2); or
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(4) Failed to provide evidence satis-
factory to the Finance Board of its
first-time homebuyer performance be-
fore the end of the probationary period
described in § 936.3(c)(2).

(b) Notice. The Finance Board shall
provide written notice to a member
and the member’s Bank of its deter-
mination to restrict the member’s ac-
cess to long-term advances, the mem-
ber by certified mail, return receipt re-
quested, and the member’s Bank by
facsimile and by regular mail.

(c) Effective date. Restrictions on ac-
cess to long-term advances shall take
effect 30 days after the date the notices
required under paragraph (b) of this
section are mailed unless the member
complies with the requirements of this
part before the end of the 30-day pe-
riod.

(d) Removing restrictions. (1) The Fi-
nance Board may remove restrictions
on a member’s access to long-term ad-
vances imposed under this section:

(i) If the Finance Board determines
that application of the restriction may
adversely affect the safety and sound-
ness of the member. A member may
submit a written request to the Fi-
nance Board to remove a restriction on
access to long-term advances under
this paragraph (d)(1)(i). Such written
request shall contain a clear and con-
cise statement of the basis for the re-
quest, and a statement that applica-
tion of the restriction may adversely
affect the safety and soundness of the
member from the member’s appro-
priate federal financial supervisory
agency, or the National Credit Union
Administration for a federally insured
credit union member, or the member’s
appropriate state regulator for a member
that is not subject to regulation or su-
pervision by a federal regulator. The
Finance Board shall consider each
written request within 30 calendar days
of receipt. For purposes of this para-
graph (d)(1)(i), the term appropriate
state regulator means any state officer,
agency, supervisor, or other entity
that has regulatory authority over, or
is empowered to institute enforcement
action against, a member.

(ii) If the Finance Board determines
that the member subsequently has
complied with the requirements of this
part. A member may submit a written

request to the Finance Board to re-
move a restriction on access to long-
term advances under this paragraph
(d)(1)(ii). Such written request shall
state with specificity how the member
has complied with the requirements of
this part. The Finance Board shall con-
sider each written request within 30
calendar days of receipt.

(2) The Finance Board shall place a
member on probation in accordance
with § 936.3(b)(2), if:

(i) The member’s access to long-term
advances was restricted on the basis of
the member’s inadequate performance
under the CRA standard, as described
in § 936.3(b)(3);

(ii) The rating in the member’s subse-
quent CRA evaluation is ‘‘needs to im-
prove;’’ and

(iii) The member did not receive ei-
ther a ‘‘substantial noncompliance’’
CRA rating or a ‘‘needs to improve’’
CRA rating immediately preceding the
CRA rating on which the member’s in-
adequate performance under the CRA
standard was based.

(3) The Finance Board shall provide
written notice to the member and the
member’s Bank of its determination
under this paragraph (d), the member
by certified mail, return receipt re-
quested, and the member’s Bank by
facsimile and by regular mail. The Fi-
nance Board’s determination shall take
effect on the date the notices are
mailed.

(e) CICA. A member that is subject to
a restriction on access to long-term ad-
vances under this part shall not be eli-
gible to participate in a CICA program
offered under parts 960 and 970 of this
chapter. The restriction in this para-
graph (e) shall not apply to CICA appli-
cations or funding approved before the
date the restriction is imposed.

(The Office of Management and Budget ap-
proved the information collection require-
ments contained in this section and assigned
control number 3069–0003 with an expiration
date of December 31, 1999.)

[62 FR 28988, May 29, 1997, as amended at 62
FR 46872, Sept. 5, 1997; 63 FR 65545, Nov. 27,
1998]

§ 936.6 Bank community support pro-
grams.

(a) Requirement. Consistent with the
safe and sound operation of the Bank,
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each Bank shall establish and maintain
a community support program. A
Bank’s community support program
shall:

(1) Provide technical assistance to
members;

(2) Promote and expand affordable
housing finance;

(3) Identify opportunities for mem-
bers to expand financial and credit
services in underserved neighborhoods
and communities; and

(4) Encourage members to increase
their community lending and afford-
able housing finance activities by pro-
viding incentives such as awards or
technical assistance to nonprofit hous-
ing developers or community groups
with outstanding records of participa-
tion in community lending or afford-
able housing finance partnerships with
members;

(5) Include an annual Community
Lending Plan, approved by the Bank’s
board of directors and subject to modi-
fication, which shall require the Bank
to:

(i) Conduct market research in the
Bank’s district;

(ii) Describe how the Bank will ad-
dress identified credit needs and mar-
ket opportunities in the Bank’s district
for community lending;

(iii) Consult with its Advisory Coun-
cil and with members, nonmember bor-
rowers, and public and private eco-
nomic development organizations in
the Bank’s district in developing and
implementing its Community Lending
Plan; and

(iv) Establish quantitative commu-
nity lending performance goals.

(b) Notice. A Bank shall provide annu-
ally to each of its members a written
notice:

(1) Identifying CICA programs and
other Bank activities that may provide
opportunities for a member to meet the
community support requirements and
to engage in community lending; and

(2) Summarizing community lending
and affordable housing activities un-
dertaken by members, nonmember bor-
rowers, nonprofit housing developers,
community groups, or other entities in
the Bank’s district, that may provide
opportunities for a member to meet the

community support requirements and
to engage in community lending.

[62 FR 28988, May 29, 1997, as amended at 63
FR 65545, Nov. 27, 1998]

§ 936.7 Reports.
Each Advisory Council annual report

required to be submitted to the Fi-
nance Board pursuant to section
10(j)(11) of the Act shall include an
analysis of the Bank’s community
lending and affordable housing activi-
ties.

[63 FR 65545, Nov. 27, 1998]

PART 937—FINANCIAL STATEMENTS
OF THE BANKS

Sec.
937.1 Definitions.
937.2 Requirement to provide financial and

other information to the Finance Board.
937.3 Requirement for voluntary bank dis-

closure.

AUTHORITY: 12 U.S.C. 1422a, 1422b, 1426, 1431,
and 1440.

SOURCE: 63 FR 39704, July 24, 1998, unless
otherwise noted.

§ 937.1 Definitions.
As used in this part:
Bank means a Federal Home Loan

Bank established under the authority
of the Federal Home Loan Bank Act, as
amended (12 U.S.C. 1421 et seq.).

Finance Board means the agency es-
tablished as the Federal Housing Fi-
nance Board.

§ 937.2 Requirement to provide finan-
cial and other information to the
Finance Board.

In order to facilitate the preparation
by the Finance Board of combined
Bank System annual and quarterly re-
ports, each Bank shall provide to the
Finance Board in such form and within
such timeframes as the Finance Board
shall specify, all financial and other in-
formation the Finance Board shall re-
quest for that purpose.

§ 937.3 Requirement for voluntary
bank disclosure.

Any financial statements contained
in an annual or quarterly financial re-
port issued by an individual Bank must
be consistent in both form and content
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with the financial statements pre-
sented in the combined Bank System
annual or quarterly financial reports
prepared and issued by the Finance
Board.

PART 938—STANDBY LETTERS OF
CREDIT

Sec.
938.1 Definitions.
938.2 Standby letters of credit on behalf of

members.
938.3 Standby letters of credit on behalf of

nonmember mortgagees.
938.4 Obligation to Bank under all standby

letters of credit.
938.5 Additional provisions applying to all

standby letters of credit.

AUTHORITY: 12 U.S.C. 1422b, 1429, 1430, 1430b,
1431.

SOURCE: 63 FR 65699, Nov. 30, 1998, unless
otherwise noted.

§ 938.1 Definitions.

As used in this part:
Act means the Federal Home Loan

Bank Act, as amended (12 U.S.C. 1421–
49).

Applicant means a person or entity at
whose request or for whose account a
standby letter of credit is issued.

Bank means a Federal Home Loan
Bank established under the authority
of the Act.

Beneficiary means a person or entity
who, under the terms of a standby let-
ter of credit, is entitled to have its
complying presentation honored.

Community Lending has the meaning
set forth in § 970.4 of this chapter.

Confirm means to undertake, at the
request or with the consent of the
issuer, to honor a presentation under a
standby letter of credit issued by a
member or nonmember mortgagee.

Document means a draft or other de-
mand, document of title, investment
security, certificate, invoice, or other
record, statement, or representation of
fact, law, right, or opinion that is pre-
sented under the terms of a standby
letter of credit.

Finance Board means the agency es-
tablished by the Act as the Federal
Housing Finance Board.

Issuer means a person or entity that
issues a standby letter of credit.

Member means an institution that has
been approved for membership in a
Bank and has purchased capital stock
in the Bank in accordance with § § 933.20
and 933.24 of this chapter.

Nonmember mortgagee means an entity
certified as a nonmember mortgagee
pursuant to § 935.22(b) of this chapter.

Nonmember SHFA means a nonmem-
ber mortgagee that is a ‘‘state housing
finance agency,’’ as that term is de-
fined in § 935.1 of this chapter, and that
has met the requirements of § 935.22(d)
of this chapter.

Presentation means delivery of a doc-
ument to an issuer, or an entity that
has undertaken a confirmation at the
request or with the consent of the
issuer, for the giving of value under a
standby letter of credit.

Residential housing finance means:
(1) The purchase or funding of ‘‘resi-

dential housing finance assets,’’ as that
term is defined in § 935.1 of this chap-
ter; or

(2) Other activities that support the
development or construction of resi-
dential housing.

Small business means a ‘‘small busi-
ness concern,’’ as that term is defined
by section 3(a) of the Small Business
Act (15 U.S.C. 632(a)) and implemented
by the Small Business Administration
at 13 CFR part 121, or any successor
provisions.

Standby letter of credit means a defi-
nite undertaking by an issuer on behalf
of an applicant that represents an obli-
gation to the beneficiary, pursuant to a
complying presentation: to repay
money borrowed by, advanced to, or for
the account of the applicant; to make
payment on account of any indebted-
ness undertaken by the applicant; or to
make payment on account of any de-
fault by the applicant in the perform-
ance of an obligation. The term standby
letter of credit does not include a com-
mercial letter of credit, or any short-
term self-liquidating instrument used
to finance the movement of goods.

§ 938.2 Standby letters of credit on be-
half of members.

(a) Authority and purposes. Each Bank
is authorized to issue or confirm on be-
half of members standby letters of
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credit that comply with the require-
ments of this part, for any of the fol-
lowing purposes:

(1) To assist members in facilitating
residential housing finance;

(2) To assist members in facilitating
community lending that is eligible for
any of the Banks’ CICA programs
under part 970 of this chapter;

(3) To assist members with asset/li-
ability management; or

(4) To provide members with liquid-
ity or other funding.

(b) Fully secured. A Bank, at the time
it issues or confirms a standby letter of
credit on behalf of a member, shall ob-
tain and maintain a security interest
in collateral that is sufficient to secure
fully the member’s unconditional obli-
gation described in § 938.4(a)(2) of this
part, and that complies with the re-
quirements set forth in paragraph (c) of
this section.

(c) Eligible collateral. (1) Any standby
letter of credit issued or confirmed on
behalf of a member may be secured by
collateral that is eligible to secure ad-
vances under § 935.9(a) of this chapter.
Only standby letters of credit issued
for the purposes described in para-
graphs (a)(3) or (a)(4) of this section
shall be counted in making the calcula-
tion required under § 935.9(a)(4)(iii).

(2) A standby letter of credit issued
or confirmed on behalf of a member for
a purpose described in paragraph (a)(1)
or (a)(2) of this section may, in addi-
tion to the collateral described in para-
graph (c)(1) of this section, be secured
by:

(i) Secured or federally-guaranteed
loans to small businesses or securities
representing interests in such loans; or

(ii) Obligations of state or local gov-
ernment units or agencies, rated as in-
vestment grade by a nationally-recog-
nized rating agency.

§ 938.3 Standby letters of credit on be-
half of nonmember mortgagees.

(a) Nonmember mortgagees. Each Bank
is authorized to issue or confirm on be-
half of nonmember mortgagees standby
letters of credit that are fully secured
by collateral described in § § 935.24(b)(1)
(i) or (ii) of this chapter, and that oth-
erwise comply with the requirements
of this part, for any of the following
purposes:

(1) To assist nonmember mortgagees
in facilitating residential housing fi-
nance;

(2) To assist nonmember mortgagees
in facilitating community lending that
is eligible for any of the Banks’ CICA
programs under part 970 of this chap-
ter;

(3) To assist nonmember mortgagees
with asset/liability management; or

(4) To provide nonmember mortga-
gees with liquidity or other funding.

(b) Nonmember SHFAs. Each Bank is
authorized to issue or confirm on be-
half of nonmember SHFAs standby let-
ters of credit that are fully secured by
collateral described in § 935.24(b)(2)(i)
(A), (B) or (C) of this chapter, and that
otherwise comply with the require-
ments of this part, for the purpose of
facilitating residential or commercial
mortgage lending that benefits individ-
uals or families meeting the income re-
quirements in section 142(d) or 143(f) of
the Internal Revenue Code (26 U.S.C.
142(d) or 143(f)).

§ 938.4 Obligation to Bank under all
standby letters of credit.

(a) Obligation to reimburse. A Bank
may issue or confirm a standby letter
of credit only on behalf of a member or
nonmember mortgagee that has:

(1) Established with the Bank a cash
account pursuant to § § 934.5,
935.24(b)(2)(i)(B) or 935.24(d) of this
chapter; and

(2) Assumed an unconditional obliga-
tion to reimburse the Bank for value
given by the Bank to the beneficiary
under the terms of the standby letter
of credit by depositing immediately
available funds into the account de-
scribed in paragraph (a)(1) of this sec-
tion not later than the date of the
Bank’s payment of funds to the bene-
ficiary.

(b) Prompt action to recover funds. If a
member or nonmember mortgagee fails
to fulfill the obligation described in
paragraph (a)(2) of this section, the
Bank shall take action promptly to re-
cover the funds that such member or
nonmember mortgagee is obligated to
repay.

(c) Obligation financed by advance.
Notwithstanding the obligations and
duties of the Bank and its member or
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nonmember mortgagee under para-
graphs (a) and (b) of this section, the
Bank may, at its discretion, permit
such member or nonmember mortgagee
to finance repayment of the obligation
described in paragraph (a)(2) of this
section by receiving an advance that
complies with sections 10 or 10b of the
Act and part 935 of this chapter.

§ 938.5 Additional provisions applying
to all standby letters of credit.

(a) Written policy; other requirements.
Each standby letter of credit issued or
confirmed by a Bank shall:

(1) Be issued or confirmed only in
compliance with a written policy, de-
veloped and implemented by the Bank
to govern its standby letter of credit
programs, that:

(i) Is consistent with the provisions
of the Act and this part;

(ii) Sets forth credit underwriting
criteria, consistent with the provisions
of § 935.5 of this chapter, to be applied
in evaluating applications for standby
letters of credit and renewals thereof;

(iii) Sets forth criteria regarding the
pricing of standby letters of credit, in-
cluding any special pricing provisions
for letters of credit that facilitate the
financing of projects that are eligible
for any of the Banks’ CICA programs
under part 970 of this chapter; and

(iv) Provides that, for any draw made
by a beneficiary under a standby letter
of credit, the applicant will be charged
a processing fee calculated in accord-
ance with the requirements of § 943.6(b)
of this chapter;

(2) Contain a specific expiration date,
or be for a specific term; and

(3) Require approval in advance by
the Bank of any transfer of the standby
letter of credit from the original bene-
ficiary to another person or entity;

(b) Additional collateral provisions. (1)
A Bank may take such steps as it
deems necessary to protect its secured
position on standby letters of credit,
including requiring additional collat-
eral, whether or not such additional
collateral conforms to the require-
ments of § § 938.2 or 938.3 of this part.

(2) Collateral pledged by a member or
nonmember mortgagee to secure a let-
ter of credit issued or confirmed on its
behalf by a Bank shall be subject to the

provisions of §§ 935.9(b), 935.9(d), 935.9(e),
935.10, 935.11 and 935.12 of this chapter.

PARTS 939–940 [RESERVED]

PART 941—OPERATIONS OF THE
OFFICE OF FINANCE

Sec.
941.1 Definitions.
941.2 General.
941.3 Federal Housing Finance Board over-

sight.
941.4 Office of Finance.
941.5 Functions of the Office of Finance.
941.6 Director of the Office of Finance.
941.7 Office of Finance Board of Directors.
941.8 Powers of the Office of Finance Board

of Directors.
941.9 Duties of the Office of Finance Board

of Directors.
941.10 Meetings of the Office of Finance

Board of Directors.
941.11 Budget, funding and expenses.
941.12 Savings clause.

AUTHORITY: 12 U.S.C. 1422b, 1431.

SOURCE: 57 FR 2834, Jan. 24, 1992, unless
otherwise noted.

§ 941.1 Definitions.

In this part, the following terms
mean:

Bank. A Federal Home Loan Bank.
Bank Act. The Federal Home Loan

Bank Act.
Bank System. The Federal Home Loan

Bank System, consisting of the twelve
Federal Home Loan Banks and includ-
ing the Office of Finance as a joint of-
fice of the Federal Home Loan Banks.

Chair. The Chairperson of the Office
of Finance Board of Directors.

Consolidated obligation. A Federal
Home Loan Bank consolidated deben-
ture, bond or note issued under author-
ity of section 11 of the Federal Home
Loan Bank Act, as amended (12 U.S.C.
1431).

Director. The Director of the Office of
Finance.

Finance Board. The Federal Housing
Finance Board.

OF Board of Directors. The three
member administrative body respon-
sible for management of the Office of
Finance.
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§ 941.2 General.
This part reorganizes the Office of Fi-

nance, a joint office of the Bank Sys-
tem, establishes the OF Board of Direc-
tors as the body responsible for the
management and operations of the Of-
fice of Finance, and defines their re-
spective duties and responsibilities.

§ 941.3 Federal Housing Finance Board
oversight.

(a) Section 12(a) of the Bank Act (12
U.S.C. 1432(a)) provides that all activi-
ties of a Bank are subject to the ap-
proval of the Finance Board. The Fi-
nance Board retains the same oversight
authority over the Office of Finance
and the OF Board of Directors as it has
over a Bank and its respective board of
directors.

(b) Pursuant to section 20 of the
Bank Act (12 U.S.C. 1440), the Finance
Board shall audit and examine the Of-
fice of Finance, the OF Board of Direc-
tors and the Office of Finance Oper-
ations Imprest Fund.

§ 941.4 Office of Finance.
(a) Establishment. An Office of Fi-

nance is hereby established which shall
have the responsibilities, duties and
functions described herein.

(b) Status. The Office of Finance is
recognized as a joint office of the Bank
System.

(c) Mission. The Office of Finance
shall:

(1) Issue the consolidated obligations
pursuant to section 11 of the Bank Act,
as amended (12 U.S.C. 1431);

(2) Perform all other necessary and
proper functions in relation to the con-
solidated obligations, as fiscal agent on
behalf of the Banks; and

(3) Undertake any other activities ex-
pressly approved by the Finance Board.

§ 941.5 Functions of the Office of Fi-
nance.

Subject to limitations set by the OF
Board of Directors, the Office of Fi-
nance shall have the following duties
and functions:

(a) Conduct all negotiations relating
to the public or private offering and
sale of consolidated obligations, and
perform such other related functions as
may be authorized by resolution of the
Finance Board;

(b) Perform such functions for the Fi-
nancing Corporation and/or the Resolu-
tion Funding Corporation, on behalf of
the Banks, as may be requested by
each such entity; and

(c) Make timely payments on behalf
of the Banks of principal and interest
due on all consolidated obligations
issued pursuant hereto.

§ 941.6 Director of the Office of Fi-
nance.

(a) The Office of Finance shall be
headed by a Director who shall be re-
sponsible for the overall daily manage-
ment of the Office of Finance functions
and organization, including:

(1) Implementation of the OF Board
of Directors’ plans and policies for the
administration of the Office of Fi-
nance;

(2) Organization and development of
the personnel structure of the Office of
Finance;

(3) Employment and management of
personnel;

(4) Preparation of the budget for
presentation to the OF Board of Direc-
tors pursuant to § 941.11; and

(5) Performance of any duty assigned
by the OF Board of Directors, including
providing it any records, reports or
other data in the possession of the Of-
fice of Finance whenever requested to
do so.

(b) The Director shall perform the
duties described herein and the func-
tions of the Office of Finance subject to
the policies adopted by the OF Board of
Directors.

(c) The Director shall be:
(1) The Fiscal Agent of the Federal

Home Loan Banks;
(2) A member of the Directorate of

the Financing Corporation, pursuant to
section 21(b)(1)(A) of the Federal Home
Loan Bank Act, as amended (12 U.S.C.
1441(b)(1)(A)); and

(3) A member of the Directorate of
the Resolution Funding Corporation,
pursuant to section 21B(c)(1)(A) of the
Federal Home Loan Bank Act, as
amended (12 U.S.C. 1441b(c)(1)(A)).

[57 FR 2834, Jan. 24, 1992, as amended at 57
FR 11429, Apr. 3, 1992]
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§ 941.7 Office of Finance Board of Di-
rectors.

(a) Establishment. The Office of Fi-
nance Board of Directors is hereby cre-
ated.

(b) Use of facilities or personnel. The
OF Board of Directors may utilize the
facilities or personnel of the Office of
Finance or any Bank in order to per-
form its functions.

(c) Membership. The OF Board of Di-
rectors shall consist of three part-time
members appointed by the Finance
Board as follows:

(1) Bank System. Two Bank Presi-
dents; and

(2) Private Citizen. A citizen of the
United States with a demonstrated ex-
pertise in financial markets. Such ap-
pointee may not be an officer, director
or employee of a Bank or Bank System
member, hold shares, or any other fi-
nancial interest in, any member of a
Bank, or be affiliated with any
FHLBank consolidated obligation sell-
ing or dealer group member under con-
tract with the Office of Finance.

(d) Terms—(1) Length. Except is pro-
vided in paragraphs (d)(3) and (4) of this
section, the OF Board of Directors
shall serve at the pleasure of the Fi-
nance Board or for terms, which shall
be staggered, of three years beginning
on April 1.

(2) Vacancy. The Finance Board shall
fill any vacancy occurring on the OF
Board of Directors. An appointment to
fill a vacancy shall be only for the re-
mainder of the term during which the
vacancy occurred.

(3) Holdover. At the direction of the
Finance Board, any member of the OF
Board of Directors is authorized to con-
tinue to serve on the OF Board of Di-
rectors after the expiration of the
member’s term until a successor has
been appointed by the Finance Board.

(4) Initial terms. Notwithstanding
paragraph (d)(1) herein, the terms of
the members of the first OF Board of
Directors convened pursuant to this
part shall be as follows:

(i) One of the Bank President mem-
bers shall serve from the date of ap-
pointment until March 31, 1993 or at
the pleasure of the Finance Board and
the other shall serve from the date of
appointment until March 31, 1994 or at
the pleasure of the Finance Board.

(ii) The Private Citizen member shall
serve from the date of appointment
until March 31, 1995 or at the pleasure
of the Finance Board.

(e) Chair. (1) The Finance Board shall
designate one member of the OF Board
of Directors as the Chair, and another
member as the Vice Chair.

(2) The Chair shall preside over the
meetings of the OF Board of Directors.
In the absence of the Chair, the Vice
Chair shall preside.

(3) The Chair shall be responsible for
ensuring that the directives and resolu-
tions of the OF Board of Directors are
drafted and maintained and for keeping
the minutes of all meetings.

(f) Compensation—(1) Bank System
members. (i) The Bank President mem-
bers shall not receive any additional
compensation or reimbursement as a
result of their service on the OF Board
of Directors.

(ii) Each Bank is authorized to con-
tinue to pay its President a salary dur-
ing attendance at the OF Board of Di-
rectors meetings and to pay in accord-
ance with the travel and expense reim-
bursement policies in effect at such
President’s Bank such President’s trav-
el and per diem expenses for attendance
at OF Board of Directors meetings.

(iii) Each Bank shall be entitled to be
reimbursed by the Office of Finance for
its expenditure of travel and per diem
expenses associated with its Bank
President’s attendance at OF Board of
Directors meetings as a member there-
of.

(2) Private Citizen member. The Office
of Finance shall pay compensation and
expenses to the Private Citizen mem-
ber of the OF board of directors in ac-
cordance with the requirements for
payment of compensation and expenses
to Bank directors set forth in § 932.17 of
this chapter, except that, for these pur-
poses:

(i) The Office of Finance policy on di-
rector compensation must be approved
by the board of directors of the Fi-
nance Board;

(ii) Section 932.17(a)(3) and (c)(1)(ii) of
this chapter shall not apply; and

(iii) The terms ‘‘average compensa-
tion per director’’ and ‘‘ACPD,’’ as used
in § 932.17 of this chapter, shall be
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deemed to mean ‘‘maximum compensa-
tion of the Private Citizen member’’.

[57 FR 2834, Jan. 24, 1992, as amended at 57
FR 11429, Apr. 3, 1992; 61 FR 43155, Aug. 21,
1996; 63 FR 65693, Nov. 30, 1998]

§ 941.8 Powers of the Office of Finance
Board of Directors.

(a) General. The OF Board of Direc-
tors shall enjoy such incidental powers
under section 12(a) of the Bank Act (12
U.S.C. 1432(a)), as are necessary, con-
venient and proper to accomplish the
efficient operation and management of
the Office of Finance pursuant to this
part.

(b) Agent. Subject to any limitations
set by the Finance Board, the OF
Board of Directors, in the performance
of its duties, shall have the power to
act:

(1) On behalf of the Finance Board in
the issuing of consolidated obligations;
and

(2) On behalf of the Banks in the pay-
ing of principal and interest due on the
consolidated obligations.

(c) Delegation. The OF Board of Direc-
tors shall be empowered to delegate
any of its powers to any employee of
the Office of Finance in order to enable
the Office of Finance to carry out its
functions.

(d) Indemnification. (1) The OF Board
of Directors is empowered to determine
the terms and conditions under which
its members, the Director, and other
officers and employees of the Office of
Finance will be indemnified by the Of-
fice of Finance, provided: that such
terms and conditions will not be incon-
sistent with terms and conditions of in-
demnification of directors, officers and
employees of the Bank System, gen-
erally.

(2) Such indemnification procedures,
when duly adopted, may be supple-
mented by a contract of insurance, and
all expenses incident to indemnifica-
tion will be treated as an expense of
the Office of Finance.

[57 FR 2834, Jan. 24, 1992, as amended at 57
FR 11429, Apr. 3, 1992]

§ 941.9 Duties of the Office of Finance
Board of Directors.

(a) General—(1) Bylaws. The OF Board
of Directors shall adopt bylaws govern-
ing its operations and issue such guid-

ance or instructions as will promote
the efficient operation of the Office of
Finance.

(2) Conduct of Business. The OF Board
of Directors shall conduct its business
by majority vote of its members con-
vened at a meeting in accordance with
its bylaws.

(b) Oversight. The OF Board of Direc-
tors shall:

(1) Have overall responsibility for the
performance of the duties and func-
tions of the Office of Finance pursuant
hereto and for its efficient and effec-
tive operation;

(2) Set policies for the Office of Fi-
nance;

(3) Approve a strategic business plan
for the Office of Finance and monitor
the progress of its operations under
such plan;

(4) Subject to Finance Board ap-
proval, review, adopt and monitor the
annual operating budget of the Office
of Finance including any supplemental
expenditure thereto;

(5) Develop and implement the pric-
ing mechanism by which the Office of
Finance will make private or public of-
ferings of consolidated obligations, in
consultation with the Finance Board or
its designee;

(6) Subject to Finance Board ap-
proval, select and employ the Director
under an annual contract of employ-
ment;

(7) Review and approve all contracts
of the Office of Finance; and

(8) Assume any other responsibilities
that may from time to time be dele-
gated to it by the Finance Board.

§ 941.10 Meetings of the Office of Fi-
nance Board of Directors.

(a) Meetings. (1) The OF Board of Di-
rectors shall adopt procedures for hold-
ing meetings which shall be set forth in
the bylaws and such meetings shall be
held not less than once each quarter of
each year.

(2) Due notice shall be given to the
Finance Board by the Chair prior to
each meeting.

(b) Quorum. A quorum for purposes of
OF Board of Directors meetings shall
be at least two members.

[57 FR 2834, Jan. 24, 1992, as amended at 57
FR 11429, Apr. 3, 1992]
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§ 941.11 Budget, funding and expenses.
(a) General. The budget of the Office

of Finance shall be calculated on a cal-
endar year basis.

(b) Initial review. The OF Board of Di-
rectors shall be responsible for ini-
tially reviewing and approving the
budget of the Office of Finance, which
shall include the budget for the OF
Board of Directors.

(c) Agency review. After its approval
of the budget, pursuant to paragraph
(b) herein, the OF Board of Directors
annually shall submit the Office of Fi-
nance budget to the Finance Board for
its review and approval. Upon approval
by the Finance Board, the OF Board of
Directors shall transmit a copy of the
budget to each of the Bank Presidents.

(d) Expenses. Upon the approval of the
budget by the Finance Board in accord-
ance with paragraph (c) herein, the OF
Board of Directors may authorize the
Director to make payments pursuant
to the budget as necessary.

(e) Imprest fund—(1) Checking account.
The Office of Finance shall establish a
checking account in a financial deposi-
tory institution approved by the OF
Board of Directors, to be called the
‘‘Office of Finance Operations Imprest
Fund.’’ The Director shall maintain an
amount therein approved by the OF
Board of Directors.

(2) Use. The funds in such checking
account shall be:

(i) Available for expenses of the Of-
fice of Finance and the OF Board of Di-
rectors, according to their approved
budgets; and

(ii) Subject to withdrawal by check
or draft signed by the Director or other
person designated by the OF Board of
Directors.

(f) Funding—(1) General. The Bank
System is responsible for funding the
expenses of the Office of Finance and
the OF Board of Directors.

(2) Method. (i) The Banks shall joint-
ly fund the Office of Finance by peri-
odically reimbursing the Office of Fi-
nance Operations Imprest Fund in
order to maintain in such Fund the
amount approved in paragraph (e)(1)
herein.

(ii) Each Bank’s respective pro rata
share of the reimbursement described
in paragraph (f)(2)(i) herein shall be
based on the ratio of the total paid-in

value of its capital stock relative to
the total paid-in value of all capital
stock in the Bank System.

(iii) Notwithstanding the formula de-
vised herein, the OF Board of Directors
may devise an alternative formula for
determining each Bank’s respective
share of Office of Finance expenses.
Upon approval by the Finance Board,
such alternative formula shall super-
sede the formula devised herein.

(3) Payment. Each Bank from time to
time shall promptly forward funds to
the Office of Finance in an amount rep-
resenting its share of the reimburse-
ment described in paragraph (f)(2)(i)
herein when directed to do so by the
Director pursuant to procedures of the
OF Board of Directors.

(4) Receipt. All Bank funds received
by the Office of Finance pursuant to
this section shall be promptly depos-
ited into the checking account de-
scribed in paragraph (e)(1) herein and
disbursed according to this part.

(5) Procedures. The OF Board of Direc-
tors shall adopt procedures governing
the payment or reimbursement of ex-
penses of the Office of Finance and the
OF Board of Directors.

§ 941.12 Savings clause.
(a) The Office of Finance Operations

Imprest Fund is available to pay for all
expenses of the Office of Finance exist-
ing prior to the adoption of this part.

(b) All actions taken by the Office of
Finance as it existed prior to the adop-
tion of this part continue to be valid as
regards the Finance Board and the
Bank System.

(c) Notwithstanding any provision of
this part, the Office of Finance or its
Director may continue to exercise any
powers delegated to it by the Finance
Board or the former Federal Home
Loan Bank Board, which they exercise
on the date of the adoption of this part,
until the first meeting of the OF Board
of Directors created pursuant hereto.

PART 942 [RESERVED]

PART 943—COLLECTION, SETTLE-
MENT, AND PROCESSING OF
PAYMENT INSTRUMENTS

Sec.
943.1 Authority and scope.
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943.2 Definitions.
943.3 General provisions.
943.4 Incidental powers.
943.5 Operations.
943.6 Pricing of services.
943.7 Rights, powers, responsibilities, du-

ties, and liabilities.

AUTHORITY: 12 U.S.C. 1430, 1431.

SOURCE: 45 FR 64164, Sept. 29, 1980, unless
otherwise noted. Redesignated at 54 FR 36759,
Sept. 5, 1989.

§ 943.1 Authority and scope.
(a) Pursuant to section 11(e)(2) of the

Federal Home Loan Bank Act (12
U.S.C. 1431(e)(2)) (Bank Act), the Board
has promulgated this part governing
the collection, processing, and settle-
ment, and services incidental thereto,
of drafts, checks, and other negotiable
and nonnegotiable items and instru-
ments by Federal Home Loan Banks.
Settlement, collection, and processing
include the following activities as de-
fined in this part: Account processing,
data processing, data communication,
issuance of forms, transportation of
items, and storage services.

(b) Any activity authorized by sec-
tion 11(e)(2) of the Bank Act shall be
governed by the provisions of this part.

§ 943.2 Definitions.
(a) Unless otherwise defined in this

part, the terms used in this part shall
conform, in the following order, to:
Regulations of the Board, the Uniform
Commercial Code, regulations of the
Federal Reserve System, and general
banking usage.

(b) The term account processing in-
cludes charging, crediting, and settling
of member or eligible institution ac-
counts, excluding individual customer
accounts.

(c) As used in this part, the term as-
sets includes furniture and equipment,
leasehold improvements, and capital-
ized start-up costs.

(d) The term data processing includes
capture, storage, and assembling of,
and computation of, data from pay-
ment instruments received from Fed-
eral Reserve offices, Federal Home
Loan Banks, clearinghouse associa-
tions, depository institutions, and
other direct sending entities.

(e) The term data communication
means transmitting and receiving of

data to or from Federal Home Loan
Banks, Federal Reserve offices, clear-
inghouse associations, depository insti-
tutions or their service bureaus, and
other direct sending entities, arrange-
ment for delivery of information; and
telephone inquiry service.

(f) The term eligible institution means
any institution eligible to make appli-
cation to become a member of a Fed-
eral Home Loan Bank under section 4
of the Bank Act (12 U.S.C. 1424).

(g) The term issuance of forms means
the designation and distribution of
standardized forms for use in collec-
tion, processing, and settlement serv-
ices.

(h) The term presentment means a de-
mand for acceptance or payment made
upon the maker, acceptor, drawee or
other payor by or on behalf of the hold-
er, and may involve the use of elec-
tronic transmission of an instrument
or item or transmission of data from
the instrument or item by electronic or
mechanical means.

(i) The term statement packaging in-
cludes receiving statement information
from members or eligible institutions
or their service bureaus on respective
customer cycle dates; printing state-
ments; matching customer account
statements; packaging the statements
with appropriate items and informa-
tional materials, as authorized by indi-
vidual members and eligible institu-
tions, for distribution to their cus-
tomers; sending the packages to the
members or eligible institutions or
mailing the packages directly to their
customers.

(j) The term storage services includes
filing, storage, and truncation of items.

(k) The term transportation of items
includes transporting items from Fed-
eral Reserve offices, other Federal
Home Loan Banks clearinghouse asso-
ciations, depository institutions, and
other direct sending entities to a Fed-
eral Home Loan Bank; forwarding
items to financial institutions after
sorting and forwarding cash items or
return items to Federal Reserve offices
and other sending entities.

§ 943.3 General provisions.

The Federal Home Loan Banks are
authorized (a) to engage in, be agents
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or intermediaries for, or otherwise par-
ticipate or assist in, the processing,
collection, and settlement of checks,
drafts, or any other negotiable or non-
negotiable items and instruments of
payment drawn on eligible institutions
or Bank members; and (b) to be
drawees of checks, drafts, and other ne-
gotiable and nonnegotiable items and
instruments issued by eligible institu-
tions or Bank members.

§ 943.4 Incidental powers.
In connection with the collection,

processing, and settlement of items
and instruments drawn on or issued by
eligible institutions or Bank members,
a Federal Home Loan Bank may also
perform the following services, as de-
fined in § 943.2:

(a) Statement packaging; and
(b) Any other activity that the Board

shall, from time to time, after notice
and comment, find necessary for the
exercise of the authority of this part.

[45 FR 64164, Sept. 29, 1980, as amended at 55
FR 2231, Jan. 23, 1990]

§ 943.5 Operations.
A Federal Home Loan Bank may uti-

lize the services of a Federal Reserve
Bank and may become a member or use
the services of a clearinghouse, public
or private financial institution, or
agency in the exercise of any powers or
functions under this part.

§ 943.6 Pricing of services.
(a) General. Federal Home Loan

Banks shall charge for services author-
ized in this part in a manner consistent
with the principles of section 11(A)(c)
of the Federal Reserve Act (12 U.S.C.
248a(c)), as interpreted by this part.

(b) Payment instrument account serv-
ices. (1) In determining the fees for
services provided under this part, a
Federal Home Loan Bank must take

into account all direct and indirect
costs of providing the services.

(2) Prices must reflect the imputed
rate of return that would have been
earned and the taxes that would have
been paid if the Bank were a private
corporation, by using a cost of capital
adjustment factor applied to those as-
sets used in providing services author-
ized under this part.

(c) Review and publication. The Fi-
nance Board shall from time to time
and at least annually review the cost of
capital adjustment factor and review
prices for services authorized in this
part for compliance with the principles
set forth in paragraphs (a) and (b) of
this section. All prices for Bank serv-
ices authorized in this part will be pub-
lished annually in the FEDERAL REG-
ISTER, except those for fees charged to
an applicant for draws made by a bene-
ficiary under a standby letter of credit.

(12 U.S.C. 1431(e); Reorg. Plan No. 3 of 1947, 12
FR 4981, 3 CFR, 1943–48 Comp., p. 1071)

[45 FR 64164, Sept. 29, 1980, as amended at 46
FR 38900, July 30, 1981. Redesignated at 54 FR
36759, Sept. 5, 1989, and amended at 58 FR
59936, Nov. 12, 1993; 60 FR 57682, Nov. 17, 1995;
63 FR 65700, Nov. 30, 1998]

§ 943.7 Rights, powers, responsibilities,
duties, and liabilities.

To the extent it is not inconsistent
with other provisions of this part, the
Uniform Commercial Code governs the
rights, powers, responsibilities, duties,
and liabilities of Federal Home Loan
Banks in the exercise of their author-
ity under this part. For purposes of
this paragraph, the term ‘‘bank,’’ as
used in the Uniform Commercial Code
and clearinghouse rules, includes Fed-
eral Home Loan Banks and their mem-
bers and eligible institutions.

PART 944 [RESERVED]
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SUBCHAPTER C—FINANCING CORPORATION

PART 950—OPERATIONS

Sec.
950.1 Definitions.
950.2 General authority.
950.3 Authority to establish investment

policies and procedures.
950.4 Book-entry procedure for Financing

Corporation obligations.
950.5 Bank and Office of Finance employees.
950.6 Budget and expenses.
950.7 Administrative expenses.
950.8 Non-administrative expenses; assess-

ments.
950.9 Reports to the Finance Board.
950.10 Review of books and records.

AUTHORITY: 12 U.S.C. 1441(b)(8), (c), and (j).

SOURCE: 62 FR 50248, Sept. 25, 1997, unless
otherwise noted.

§ 950.1 Definitions.
For purposes of this part:
(a) Act means the Federal Home Loan

Bank Act, as amended (12 U.S.C. 1421 et
seq.).

(b) Administrative expenses:
(1) Include general office and operat-

ing expenses such as telephone and
photocopy charges, printing, legal, and
professional fees, postage, courier serv-
ices, and office supplies; and

(2) Do not include any form of em-
ployee compensation, custodian fees,
issuance costs, or any interest on (and
any redemption premium with respect
to) any Financing Corporation obliga-
tions.

(c) Bank or Banks means a Federal
Home Loan Bank or the Federal Home
Loan Banks.

(d) BIF-assessable deposit means a de-
posit that is subject to assessment for
purposes of the Bank Insurance Fund
under the Federal Deposit Insurance
Act (12 U.S.C. 1811 et seq.), including a
deposit that is treated as a deposit in-
sured by the Bank Insurance Fund
under section 5(d)(3) of the Federal De-
posit Insurance Act.

(e) Custodian fees means any fee in-
curred by the Financing Corporation in
connection with the transfer of any se-
curity to, or maintenance of any secu-
rity in, the segregated account estab-
lished under section 21(g)(2) of the Act,
and any other expense incurred by the
Financing Corporation in connection

with the establishment or maintenance
of such account.

(f) Directorate means the board estab-
lished under section 21(b) of the Act to
manage the Financing Corporation.

(g) Exit fees means the amounts paid
under sections 5(d)(2)(E) and (F) of the
Federal Deposit Insurance Act, and
regulations promulgated thereunder (12
CFR part 312).

(h) FDIC means the agency estab-
lished as the Federal Deposit Insurance
Corporation.

(i) Finance Board means the agency
established as the Federal Housing Fi-
nance Board.

(j) Insured depository institution has
the same meaning as in section 3 of the
Federal Deposit Insurance Act.

(k) Issuance costs means issuance fees
and commissions incurred by the Fi-
nancing Corporation in connection
with the issuance or servicing of Fi-
nancing Corporation obligations, in-
cluding legal and accounting expenses,
trustee, fiscal, and paying agent
charges, securities processing charges,
joint collection agent charges, adver-
tising expenses, and costs incurred in
connection with preparing and printing
offering materials to the extent the Fi-
nancing Corporation incurs such costs
in connection with issuing any obliga-
tions.

(l) Non-administrative expenses means
custodian fees, issuance costs, and in-
terest on Financing Corporation obli-
gations.

(m) Obligations means debentures,
bonds, and similar debt securities
issued by the Financing Corporation
under sections 21(c)(3) and (e) of the
Act.

(n) Office of Finance means the joint
office of the Banks established under
part 941 of this chapter.

(o) Receivership proceeds means the
liquidating dividends and payments
made on claims received by the Federal
Savings and Loan Insurance Corpora-
tion Resolution Fund established under
section 11A of the Federal Deposit In-
surance Act from receiverships, that
are not required by the Resolution
Funding Corporation to provide funds
for the Funding Corporation Principal
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Fund established under section 21B of
the Act.

(p) SAIF-assessable deposit means a de-
posit that is subject to assessment for
purposes of the Savings Association In-
surance Fund under the Federal De-
posit Insurance Act, including a de-
posit that is treated as a deposit in-
sured by the Savings Association In-
surance Fund under section 5(d)(3) of
the Federal Deposit Insurance Act.

§ 950.2 General authority.
Subject to the limitations and inter-

pretations in this part and such orders
and directions as the Finance Board
may prescribe, the Financing Corpora-
tion shall have authority to exercise
all powers and authorities granted to it
by the Act and by its charter and by-
laws regardless of whether the powers
and authorities are specifically imple-
mented in regulation.

§ 950.3 Authority to establish invest-
ment policies and procedures.

The Directorate shall have authority
to establish investment policies and
procedures with respect to Financing
Corporation funds provided that the in-
vestment policies and procedures are
consistent with the requirements of
section 21(g) of the Act. The Direc-
torate shall promptly notify the Fi-
nance Board in writing of any changes
to the investment policies and proce-
dures.

§ 950.4 Book-entry procedure for Fi-
nancing Corporation obligations.

(a) Authority. Any Federal Reserve
Bank shall have authority to apply
book-entry procedure to Financing
Corporation obligations.

(b) Procedure. The book-entry proce-
dure for Financing Corporation obliga-
tions shall be governed by the book-
entry procedure established for Bank
securities, codified at part 912 of this
chapter. Wherever the terms ‘‘Federal
Home Loan Bank(s),’’ ‘‘Federal Home
Loan Bank security(ies),’’ or ‘‘Book-
entry Federal Home Loan Bank secu-
rity(ies)’’ appear in part 912, the terms
shall be construed also to mean ‘‘Fi-
nancing Corporation,’’ ‘‘Financing Cor-
poration obligation(s),’’ or ‘‘Book-
entry Financing Corporation obliga-
tion(s),’’ respectively, if appropriate to

accomplish the purposes of this sec-
tion.

§ 950.5 Bank and Office of Finance em-
ployees.

Without further approval of the Fi-
nance Board, the Financing Corpora-
tion shall have authority to utilize the
officers, employees, or agents of any
Bank or the Office of Finance in such
manner as may be necessary to carry
out its functions.

§ 950.6 Budget and expenses.
(a) Directorate approval. The Financ-

ing Corporation shall submit annually
to the Directorate for approval, a budg-
et of proposed expenditures for the
next calendar year that includes ad-
ministrative and non-administrative
expenses.

(b) Finance Board approval. The Di-
rectorate shall submit annually to the
Finance Board for approval, the budget
of the Financing Corporation’s pro-
posed expenditures it approved pursu-
ant to paragraph (a) of this section.

(c) Spending limitation. The Financing
Corporation shall not exceed the
amount provided for in the annual
budget approved by the Finance Board
pursuant to paragraph (b) of this sec-
tion, or as it may be amended by the
Directorate within limits set by the Fi-
nance Board.

(d) Amended budgets. Whenever the
Financing Corporation projects or an-
ticipates that it will incur expendi-
tures, other than interest on Financing
Corporation obligations, that exceed
the amount provided for in the annual
budget approved by the Finance Board
or the Directorate pursuant to para-
graph (b) or (c) of this section, the Fi-
nancing Corporation shall submit an
amended annual budget to the Direc-
torate for approval, and the Direc-
torate shall submit such amended
budget to the Finance Board for ap-
proval.

§ 950.7 Administrative expenses.
(a) Payment by Banks. The Banks

shall pay all administrative expenses
of the Financing Corporation approved
pursuant to § 950.6.

(b) Amount. The Financing Corpora-
tion shall determine the amount of ad-
ministrative expenses each Bank shall
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pay in the manner provided by section
21(b)(7)(B) of the Act. The Financing
Corporation shall bill each Bank for
such amount periodically.

(c) Adjustments. The Financing Cor-
poration shall adjust the amount of ad-
ministrative expenses the Banks are
required to pay in any calendar year
pursuant to paragraphs (a) and (b) of
this section, by deducting any funds
that remain from the amount paid by
the Banks for administrative expenses
in the prior calendar year.

§ 950.8 Non-administrative expenses;
assessments.

(a) Interest expenses. The Financing
Corporation shall determine antici-
pated interest expenses on its obliga-
tions at least semiannually.

(b) Assessments on insured depository
institutions—(1) Authority. To provide
sufficient funds to pay the non-admin-
istrative expenses of the Financing
Corporation approved under § 950.6, the
Financing Corporation shall, with the
approval of the Board of Directors of
the FDIC, assess against each insured
depository institution an assessment in
the same manner as assessments are
made by the FDIC under section 7 of
the Federal Deposit Insurance Act.

(2) Assessment rate—(i) Determination.
The Financing Corporation at least
semiannually shall establish an assess-
ment rate formula, which may include
rounding methodology, to determine
the rate or rates of the assessment it
will assess against insured depository
institutions pursuant to section 21(f)(2)
of the Act and paragraph (b)(1) of this
section.

(ii) Limitation. Until the earlier of De-
cember 31, 1999, or the date as of which
the last savings association ceases to
exist, the rate of the assessment im-
posed on an insured depository institu-
tion with respect to any BIF-assessable
deposit shall be a rate equal to 1⁄5 of the
rate of the assessment imposed on an
insured depository institution with re-
spect to any SAIF-assessable deposit.

(iii) Notice. The Financing Corpora-
tion shall notify the FDIC and the col-
lection agent, if any, of the formula es-
tablished under paragraph (b)(2)(i) of
this section.

(3) Collecting assessments—(i) Collec-
tion agent. The Financing Corporation

shall have authority to collect assess-
ments made under section 21(f)(2) of
the Act and paragraph (b)(1) of this sec-
tion through a collection agent of its
choosing.

(ii) Accounts. Each Bank shall permit
any insured depository institution
whose principal place of business is in
its district to establish and maintain
at least one demand deposit account to
facilitate collection of the assessments
made under section 21(f)(2) of the Act
and paragraph (b)(1) of this section.

(c) Receivership proceeds—(1) Author-
ity. To the extent the amounts col-
lected under paragraph (b) of this sec-
tion are insufficient to pay the non-ad-
ministrative expenses of the Financing
Corporation approved under § 950.6, the
Financing Corporation shall have au-
thority to require the FDIC to transfer
receivership proceeds to the Financing
Corporation in accordance with section
21(f)(3) of the Act.

(2) Procedure. The Directorate shall
request in writing that the FDIC trans-
fer the receivership proceeds to the Fi-
nancing Corporation. Such request
shall specify the estimated amount of
funds required to pay the non-adminis-
trative expenses of the Financing Cor-
poration approved under § 950.6.

(d) Exit fees—(1) Authority. To the ex-
tent the amounts provided under para-
graphs (b) and (c) of this section are in-
sufficient to pay the interest due on Fi-
nancing Corporation obligations, the
Financing Corporation shall have au-
thority to request that the Secretary
of the Treasury order the transfer of
exit fees to the Financing Corporation
in accordance with section 5(d)(2)(E) of
the Federal Deposit Insurance Act or
as otherwise may be provided for by
statute.

(2) Procedure. The Directorate shall
request in writing that the Secretary
of the Treasury order that exit fees be
transferred to the Financing Corpora-
tion. Such request shall specify the es-
timated amount of funds required to
pay the interest due on Financing Cor-
poration obligations.

§ 950.9 Reports to the Finance Board.

The Financing Corporation shall file
such reports as the Finance Board shall
direct.
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§ 950.10 Review of books and records.

The Finance Board shall examine the
Financing Corporation at least annu-

ally to determine whether the Financ-
ing Corporation is performing its func-
tions in accordance with the require-
ments of section 21 of the Act and this
part.
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SUBCHAPTER D—RESOLUTION FUNDING CORPORATION

PART 955—AUTHORITY FOR BANK
ASSISTANCE

Sec.
955.1 Bank employees.
955.2 Demand deposit accounts.

AUTHORITY: Secs. 2A, 2B, as added by sec.
702, 103 Stat. 413, 414 (12 U.S.C. 1422a, 1422b).

§ 955.1 Bank employees.

Upon the request of the Directorate
of the Resolution Funding Corporation,
established pursuant to section 21B(b)
of the Act, officers, employees, or
agents of the Federal home loan banks
are authorized to act for and on behalf
of the Resolution Funding Corporation

in such manner as may be necessary to
carry out the functions of the Resolu-
tion Funding Corporation as provided
in section 21B(c)(6)(B) of the Act.

[54 FR 39729, Sept. 28, 1989]

§ 955.2 Demand deposit accounts.
Each bank shall allow any Savings

Association Insurance Fund member
(‘‘SAIF member’’) whose principal
place of business is in its district to es-
tablish and maintain at least one de-
mand deposit account for the purpose
of facilitating the Resolution Funding
Corporation’s assessments pursuant to
section 21B(e)(7) of the Act.

[54 FR 39729, Sept. 28, 1989]
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SUBCHAPTER E—AFFORDABLE HOUSING

PART 960—AFFORDABLE HOUSING
PROGRAM

Sec.
960.1 Definitions.
960.2 Required annual AHP contributions.
960.3 Operation of Program and adoption of

AHP implementation plan.
960.4 Advisory Councils.
960.5 Minimum eligibility standards for

AHP projects.
960.6 Procedure for approval of applications

for funding.
960.7 Modifications of applications prior to

project completion.
960.8 Procedure for funding.
960.9 Modifications of applications after

project completion.
960.10 Initial monitoring requirements.
960.11 Long-term monitoring requirements.
960.12 Remedial actions for noncompliance.
960.13 Agreements.
960.14 Temporary suspension of AHP con-

tributions.
960.15 Affordable Housing Reserve Fund.
960.16 Application to existing AHP projects.

AUTHORITY: 12 U.S.C. 1430(j).

SOURCE: 62 FR 41828, Aug. 4, 1997, unless
otherwise noted.

§ 960.1 Definitions.

As used in this part:
Act means the Federal Home Loan

Bank Act, as amended (12 U.S.C. 1421 et
seq.).

Advance means a loan to a member
from a Bank that is:

(1) Provided pursuant to a written
agreement; (2) Supported by a note or
other written evidence of the member’s
obligation; and

(3) Fully secured by collateral in ac-
cordance with the Act and part 935 of
this chapter.

Affordable means that the rent
charged for a unit which is to be re-
served for occupancy by a household
with an income at or below 80 percent
of the median income for the area, does
not exceed 30 percent of the income of
a household of the maximum income
and size expected, under the commit-
ment made in the AHP application, to
occupy the unit (assuming occupancy
of 1.5 persons per bedroom or 1.0 person
per unit without a separate bedroom).

AHP or Program means the Affordable
Housing Program established pursuant
to 12 U.S.C. 1430(j) and this part.

Bank means a Federal Home Loan
Bank established under the authority
of the Act.

Board of Directors means the Board of
Directors of the Finance Board.

CIP means a Bank’s Community In-
vestment Program established under
section 10(i) of the Act (12 U.S.C.
1430(i)).

Cost of funds means, for purposes of a
subsidized advance, the estimated cost
of issuing Bank System consolidated
obligations with maturities com-
parable to that of the subsidized ad-
vance.

Direct subsidy means an AHP subsidy
in the form of a direct cash payment,
but does not include homeownership
set-aside funds.

Family member means any individual
related to a person by blood, marriage
or adoption.

Finance Board means the agency es-
tablished as the Federal Housing Fi-
nance Board.

Habitable means suitable for occu-
pancy, taking into account local
health, safety, and building codes.

Homeless household means a house-
hold made up of one or more individ-
uals, other than individuals imprisoned
or otherwise detained pursuant to state
or federal law, who:

(1) Lack a fixed, regular, and ade-
quate nighttime residence; or

(2) Have a primary nighttime resi-
dence that is:

(i) A supervised publicly or privately
operated shelter designed to provide
temporary living accommodations (in-
cluding welfare hotels, congregate
shelters, and transitional housing for
the mentally ill);

(ii) An institution that provides a
temporary residence for individuals in-
tended to be institutionalized; or

(iii) A public or private place not de-
signed for, or ordinarily used as, a reg-
ular sleeping accommodation for
human beings.

Homeownership set-aside funds means
funds provided to a member by a Bank
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pursuant to a Bank’s homeownership
set-aside program.

HUD means the Department of Hous-
ing and Urban Development.

Low-or moderate-income household. (1)
Owner-occupied projects. For purposes of
an owner-occupied project, low-or mod-
erate-income household means a house-
hold which, at the time it is qualified
by the sponsor for participation in the
project, has an income of 80 percent or
less of the median income for the area.

(2) Rental projects. (i) In general. For
purposes of a rental project, low-or
moderate-income household means a
household which, upon initial occu-
pancy of a rental unit, has an income
at or below 80 percent of the median in-
come for the area.

(ii) Housing with current occupants. In
the case of projects involving the pur-
chase or rehabilitation of rental hous-
ing with current occupants, low- or
moderate-income household means an oc-
cupying household with an income at
or below 80 percent of the median in-
come for the area at the time an appli-
cation for AHP subsidy is submitted to
the Bank.

(3) Family-size adjustment. The income
limit for low-or moderate-income house-
holds may be adjusted for family size in
accordance with the methodology of
the applicable median income stand-
ard.

Low-or moderate-income neighborhood
means any neighborhood in which 51
percent or more of the households have
incomes at or below 80 percent of the
median income for the area.

Median income for the area. (1) Owner-
occupied projects. A Bank shall identify
in its AHP implementation plan one or
more of the following median income
standards from which all owner-occu-
pied projects may choose for purposes
of the AHP:

(i) The median income for the area,
as published annually by HUD;

(ii) The applicable median family in-
come, as determined under 26 U.S.C.
143(f) (Mortgage Revenue Bonds) and
published by a State agency or instru-
mentality;

(iii) The median income for the area,
as published by the United States De-
partment of Agriculture; or

(iv) The median income for any defin-
able geographic area, as published by a

federal, state, or local government en-
tity for purposes of that entity’s hous-
ing programs, and approved by the
Board of Directors, at the request of a
Bank, for use under the AHP.

(2) Rental projects. A Bank shall iden-
tify in its AHP implementation plan
one or more of the following median in-
come standards from which all rental
projects may choose for purposes of the
AHP:

(i) The median income for the area,
as published annually by HUD; or

(ii) The median income for any defin-
able geographic area, as published by a
federal, state, or local government en-
tity for purposes of that entity’s hous-
ing programs, and approved by the
Board of Directors, at the request of a
Bank, for use under the AHP.

(3) Procedure for approval. Prior to re-
questing approval by the Board of Di-
rectors of a median income standard, a
Bank shall amend its AHP implemen-
tation plan to permit the use of such
standard, conditioned on Board of Di-
rectors approval. Requests for approval
of median income standards shall re-
ceive prompt consideration by the
Board of Directors.

Member means an institution that has
been approved for membership in a
Bank and has purchased capital stock
in the Bank in accordance with §§ 933.20
and 933.24 of this chapter.

Net earnings of a Bank means the net
earnings of a Bank for a calendar year
after deducting the Bank’s pro rata
share of the annual contribution to the
Resolution Funding Corporation re-
quired under sections 21A or 21B of the
Act (12 U.S.C. 1441a, 1441b), and before
declaring any dividend under section 16
of the Act (12 U.S.C. 1436).

Owner-occupied project means a
project involving the purchase, con-
struction, or rehabilitation of owner-
occupied housing, including condomin-
iums and cooperative housing, by or for
very low-or low-or moderate-income
households.

Owner-occupied unit means a unit in
an owner-occupied project. Housing
with two to four dwelling units consist-
ing of one owner-occupied unit and one
or more rental units shall be consid-
ered a single owner-occupied unit.
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Rental project means a project involv-
ing the purchase, construction, or re-
habilitation of rental housing, includ-
ing overnight shelters and transitional
housing for homeless households and
mutual housing, where at least 20 per-
cent of the units in the project are oc-
cupied by and affordable for very low-
income households.

Retention period means:
(1) 5 years from closing for an AHP-

assisted owner-occupied unit; and
(2) 15 years from the date of project

completion for a rental project.
Sponsor means a not-for-profit or for-

profit organization or public entity
that:

(1) Has an ownership interest (includ-
ing any partnership interest) in a rent-
al project; or

(2) Is integrally involved in an owner-
occupied project, such as by exercising
control over the planning, develop-
ment, or management of the project, or
by qualifying borrowers and providing
or arranging financing for the owners
of the units.

State means a state of the United
States, the District of Columbia,
Guam, Puerto Rico, or the U.S. Virgin
Islands.

Subsidized advance means an advance
to a member at an interest rate re-
duced below the Bank’s cost of funds,
by use of a subsidy.

Subsidy means:
(1) A direct subsidy, provided that if

a direct subsidy is used to write down
the interest rate on a loan extended by
a member, sponsor, or other party to a
project, the subsidy shall equal the net
present value of the interest foregone
from making the loan below the lend-
er’s market interest rate (calculated as
of the date the AHP application is sub-
mitted to the Bank, and subject to ad-
justment under § 960.8(c)(3));

(2) The net present value of the inter-
est revenue foregone from making a
subsidized advance at a rate below the
Bank’s cost of funds, determined as of
the earlier of the date of disbursement
of the subsidized advance or the date
prior to disbursement on which the
Bank first manages the funding to sup-
port the subsidized advance through its
asset/liability management system, or
otherwise; or

(3) Homeownership set-aside funds.

Very low-income household. (1) Owner-
occupied projects. For purposes of an
owner-occupied project, very low-income
household means a household which, at
the time it is qualified by the sponsor
for participation in the project, has an
income at or below 50 percent of the
median income for the area.

(2) Rental projects. (i) In general. For
purposes of a rental project, very low-
income household means a household
which, upon initial occupancy of a
rental unit, has an income at or below
50 percent of the median income for the
area.

(ii) Housing with current occupants. In
the case of projects involving the pur-
chase or rehabilitation of rental hous-
ing with current occupants, very low-in-
come household means an occupying
household with an income at or below
50 percent of the median income for the
area at the time an application for
AHP subsidy is submitted to the Bank.

(3) Family-size adjustment. The income
limit for very low-income households
may be adjusted for family size in ac-
cordance with the methodology of the
applicable median income standard.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27672, May 20, 1998]

§ 960.2 Required annual AHP contribu-
tions.

Each Bank shall contribute annually
to its Program the greater of:

(a) 10 percent of the Bank’s net earn-
ings for the previous year; or

(b) That Bank’s pro rata share of an
aggregate of $100 million to be contrib-
uted in total by the Banks, such prora-
tion being made on the basis of the net
earnings of the Banks for the previous
year.

§ 960.3 Operation of Program and
adoption of AHP implementation
plan.

(a) Allocation of AHP contributions. (1)
Homeownership set-aside programs. Each
Bank, after consultation with its Advi-
sory Council, may set aside annually,
in the aggregate, up to the greater of
$1.5 million or 15 percent of its annual
required AHP contribution to provide
funds to members participating in the
Bank’s homeownership set-aside pro-
grams, pursuant to the requirements of
this part. In cases where the amount of
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homeownership set-aside funds applied
for by members in a given year exceeds
the amount available for that year, a
Bank may allocate up to the greater of
$1.5 million or 15 percent of its annual
required AHP contribution for the sub-
sequent year to the current year’s
homeownership set-aside programs. A
Bank may establish one or more home-
ownership set-aside programs pursuant
to written policies adopted by the
Bank’s board of directors. A Bank’s
board of directors shall not delegate to
Bank officers or other Bank employees
the responsibility for adopting such
policies.

(2) Competitive application program.
That portion of a Bank’s required an-
nual AHP contribution that is not set
aside to fund homeownership set-aside
programs shall be provided to members
through a competitive application pro-
gram, pursuant to the requirements of
this part.

(b) AHP implementation plan. (1) Adop-
tion of plan. Each Bank’s board of di-
rectors shall adopt a written AHP im-
plementation plan which shall set
forth:

(i) The applicable median income
standard or standards, adopted by the
Bank consistent with the definition of
median income for the area in § 960.1;

(ii) The requirements for any home-
ownership set-aside programs adopted
by the Bank pursuant to paragraph
(a)(1) of this section;

(iii) The Bank’s project feasibility
guidelines, adopted consistent with
§ 960.5(b)(2);

(iv) The Bank’s schedule for AHP
funding periods;

(v) Any additional District eligibility
requirement, adopted by the Bank pur-
suant to § 960.5(b)(10);

(vi) The Bank’s scoring guidelines,
adopted by the Bank consistent with
§ 960.6(b)(4);

(vii) The Bank’s time limits on use of
AHP subsidies and procedures for veri-
fying compliance upon disbursement of
AHP subsidies pursuant to § 960.8; and

(viii) The Bank’s procedures for car-
rying out its monitoring obligations
under §§ 960.10(c) and 960.11.

(2) No delegation. A Bank’s board of
directors shall not delegate to Bank of-
ficers or other Bank employees the re-
sponsibility for adopting the AHP im-

plementation plan, or any subsequent
amendments thereto.

(3) Advisory Council review. Prior to
adoption of the Bank’s AHP implemen-
tation plan, and any subsequent
amendments thereto, the Bank shall
provide its Advisory Council an oppor-
tunity to review the plan and any sub-
sequent amendments, and the Advisory
Council shall provide its recommenda-
tions to the Bank’s board of directors.

(4) Submission of plan to the Finance
Board. A Bank shall submit its initial
AHP implementation plan, and any
amendments, to the Finance Board and
the Bank’s Advisory Council at least 60
days prior to distributing requests for
applications for AHP subsidies for the
funding period in which the plan, or
amendments, will be effective.

(5) Public Access. A Bank’s initial
AHP implementation plan, and any
subsequent amendments, shall be made
available to members of the public,
upon request.

(c) Conflicts of interest—(1) Bank direc-
tors and employees. Each Bank’s board
of directors shall adopt a written pol-
icy providing that if a Bank director or
employee, or such person’s family
member, has a financial interest in, or
is a director, officer, or employee of an
organization involved in, a project that
is the subject of a pending or approved
AHP application, the Bank director or
employee shall not participate in or at-
tempt to influence decisions by the
Bank regarding the evaluation, ap-
proval, funding, monitoring or any re-
medial process for such project.

(2) Advisory Council members. Each
Bank’s board of directors shall adopt a
written policy providing that if an Ad-
visory Council member, or such per-
son’s family member, has a financial
interest in, or is a director, officer, or
employee of an organization involved
in, a project that is the subject of a
pending or approved AHP application,
the Advisory Council member shall not
participate in or attempt to influence
decisions by the Bank regarding the
approval for such project.

(3) No delegation. A Bank’s board of
directors shall not delegate to Bank of-
ficers or other Bank employees the re-
sponsibility to adopt conflicts of inter-
est policies.

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00691 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



696

12 CFR Ch. IX (1–1–99 Edition) § 960.4

(d) Reporting. Each Bank shall pro-
vide such reports and documentation
concerning its Program as the Finance
Board may request from time to time.

§ 960.4 Advisory Councils.
(a) In general. Each Bank’s board of

directors shall appoint an Advisory
Council of from 7 to 15 persons who re-
side in the Bank’s District and are
drawn from community and not-for-
profit organizations actively involved
in providing or promoting low- and
moderate-income housing in the Dis-
trict.

(b) Nominations and appointments.
Each Bank shall solicit nominations
for membership on the Advisory Coun-
cil from community and not-for-profit
organizations pursuant to a nomina-
tion process that is as broad and as
participatory as possible, allowing suf-
ficient time for responses. The Bank’s
board of directors shall appoint Advi-
sory Council members giving consider-
ation to the size of the Bank’s District
and the diversity of low- and moderate-
income housing needs and activities
within the District.

(c) Diversity of membership. In ap-
pointing the Advisory Council, a
Bank’s board of directors shall ensure
that the membership includes persons
drawn from a diverse range of organiza-
tions, provided that representatives of
no one group shall constitute an undue
proportion of the membership of the
Advisory Council.

(d) Terms of Advisory Council members.
Advisory Council members shall be ap-
pointed by the Bank’s board of direc-
tors to serve for terms of three years,
and such terms shall be staggered to
provide continuity in experience and
service to the Advisory Council. An Ad-
visory Council member appointed to
fill a vacancy shall be appointed for
the unexpired term of his or her prede-
cessor in office. No Advisory Council
member may be appointed to serve for
more than three consecutive terms.
Appointments for the unexpired term
of a predecessor shall not count toward
the three-term limit.

(e) Election of officers. Each Advisory
Council may elect from among its
members a chairperson, a vice chair-
person, and any other officers the Advi-
sory Council deems appropriate.

(f) Duties.—(1) Meetings with the
Banks. Representatives of the board of
directors of the Bank shall meet with
the Advisory Council at least quarterly
to obtain the Advisory Council’s advice
on ways in which the Bank can better
carry out its housing finance and com-
munity investment mission, including,
but not limited to, advice on the low-
and moderate-income housing and
community investment programs and
needs in the Bank’s District, and on
the use of AHP subsidies, Bank ad-
vances, and other Bank credit products
for these purposes.

(2) Summary of AHP applications. The
Bank shall comply with requests from
the Advisory Council for summary in-
formation regarding AHP applications
from prior funding periods.

(3) Annual report to the Finance Board.
Each Advisory Council shall submit to
the Finance Board annually by March 1
its analysis of the low- and moderate-
income housing and community devel-
opment activity of the Bank by which
it is appointed.

(g) Expenses. The Bank shall pay Ad-
visory Council members travel ex-
penses, including transportation and
subsistence, for each day devoted to at-
tending meetings with representatives
of the board of directors of the Bank
and meetings requested by the Finance
Board.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27672, May 20, 1998]

§ 960.5 Minimum eligibility standards
for AHP projects.

(a) Homeownership set-aside programs.
A Bank’s homeownership set-aside pro-
grams must meet the following re-
quirements:

(1) Homeownership set-aside funds
must be provided to members pursuant
to allocation criteria established by
the Bank;

(2) Members must provide home-
ownership set-aside funds only to
households that:

(i) Are low-or moderate-income
households, as defined in § 960.1;

(ii) Complete a homebuyer or home-
owner counseling program provided by,
or based on one provided by, an organi-
zation recognized as experienced in
homebuyer or homeowner counseling,
respectively; and
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(iii) Meet such other eligibility cri-
teria that may be established by the
Bank, such as a matching funds re-
quirement or criteria that give priority
for the purchase or rehabilitation of
housing in particular areas or as part
of a disaster relief effort;

(3) Members must provide home-
ownership set-aside funds to house-
holds as a grant, in an amount up to a
maximum of $10,000 per household, as
established by the Bank, which limit
shall apply to all households;

(4) Households must use homeowner-
ship set-aside funds to pay for down-
payment, closing cost, counseling, or
rehabilitation assistance in connection
with the household’s purchase or reha-
bilitation of an owner-occupied housing
unit, including a condominium or coop-
erative housing unit, to be used as the
household’s primary residence;

(5) A housing unit purchased or reha-
bilitated using homeownership set-
aside funds must be subject to a reten-
tion agreement described in
§ 960.13(d)(1);

(6) If a member is providing mortgage
financing to a participating household,
the member must provide financial or
other incentives in connection with
such mortgage financing, and the rate
of interest, points, fees, and any other
charges by the member must not ex-
ceed a reasonable market rate of inter-
est, points, fees, and other charges for
a loan of similar maturity, terms, and
risk;

(7) Homeownership set-aside funds
may be used to pay for counseling costs
only where:

(i) Such costs are incurred in connec-
tion with counseling of homebuyers
who actually purchase an AHP-assisted
unit;

(ii) The cost of the counseling has
not been covered by another funding
source, including the member; and

(iii) The homeownership set-aside
funds are used to pay only for the
amount of such reasonable and cus-
tomary costs that exceeds the highest
amount the member has spent annu-
ally on homebuyer counseling costs
within the preceding three years; and

(8) Homeownership set-aside funds
must be drawn down and used by eligi-
ble households within the period of

time specified by the Bank in its AHP
implementation plan.

(b) Competitive application program.
Projects receiving AHP subsidies pur-
suant to a Bank’s competitive applica-
tion program must meet the eligibility
requirements of this paragraph (b).

(1) Owner-occupied or rental housing. A
project must be either an owner-occu-
pied project or a rental project, as de-
fined, respectively, in § 960.1.

(2) Project feasibility and need for sub-
sidy—(i) Sources and uses of funds. The
project’s estimated uses of funds must
equal its estimated sources of funds, as
reflected in the project’s development
budget. A project’s sources of funds
must include:

(A) Estimates of funds the project
sponsor intends to obtain from other
sources but which have not yet been
committed to the project; and

(B) Estimates of the market value of
in-kind donations and volunteer profes-
sional labor or services committed to
the project, but not the value of sweat-
equity.

(ii) Project costs—(A) In general.
Project costs, as reflected in the
project’s development budget, must be
reasonable and customary, in accord-
ance with the Bank’s project feasibility
guidelines, in light of:

(1) Industry standards for the loca-
tion of the project; and

(2) The long-term financial needs of
the project.

(B) Cost of property and services pro-
vided by a member. The purchase price
of property or services, as reflected in
the project’s development budget, sold
to the project by a member providing
AHP subsidy to the project, or, in the
case of property, upon which such
member holds a mortgage or lien, may
not exceed the market value of such
property or services as of the date the
purchase price for the property or serv-
ices was agreed upon. In the case of
real estate owned property sold to a
project by a member providing AHP
subsidy to a project, or property sold
to the project upon which the member
holds a mortgage or lien, the market
value of such property is deemed to be
the ‘‘as-is’’ or ‘‘as-rehabilitated’’ value
of the property, whichever is appro-
priate, as reflected in an independent
appraisal of the property performed
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within six months prior to the date the
purchase price for the property was
agreed upon.

(iii) Operational feasibility and need for
subsidy. The project must be operation-
ally feasible, in accordance with the
Bank’s project feasibility guidelines,
based on relevant factors including,
but not limited to, applicable financial
ratios, geographic location of the
project, needs of tenants, and other
non-financial project characteristics.
The requested AHP subsidy must be
necessary for the financial feasibility
of the project, as currently structured,
and the rate of interest, points, fees,
and any other charges for all loans fi-
nancing the project must not exceed a
market rate of interest, points, fees,
and other charges for loans of similar
maturity, terms, and risk.

(3) Timing of subsidy use. The AHP
subsidy must be likely to be drawn
down by the project or used by the
project to procure other financing com-
mitments within 12 months of the date
of approval of the application for sub-
sidy funding the project.

(4) Prepayment, cancellation, and proc-
essing fees. The project must not use
AHP subsidies to pay for:

(i) Prepayment fees imposed by a
Bank on a member for a subsidized ad-
vance that is prepaid, unless, subse-
quent to such prepayment, the project
will continue to comply with the terms
of the application for the subsidy, as
approved by the Bank, and the require-
ments of this part for the duration of
the original retention period, and any
unused subsidy is returned to the Bank
and made available for other AHP
projects;

(ii) Cancellation fees and penalties
imposed by a Bank on a member for a
subsidized advance commitment that is
canceled; or

(iii) Processing fees charged by mem-
bers for providing direct subsidies to a
project.

(5) Counseling costs. AHP subsidies
may be used to pay for counseling costs
only where:

(i) Such costs are incurred in connec-
tion with counseling of homebuyers
who actually purchase an AHP-assisted
unit; and

(ii) The cost of the counseling has
not been covered by another funding
source, including the member.

(6) Refinancing. If the project uses
AHP subsidies to refinance an existing
single-family or multifamily mortgage
loan, the equity proceeds of the refi-
nancing must be used only for the pur-
chase, construction, or rehabilitation
of housing units meeting the eligibility
requirements of this paragraph (b).

(7) Retention—(i) Owner-occupied
projects. The project’s AHP-assisted
units are or are committed to be sub-
ject to a retention agreement described
in § 960.13 (c)(4) or (d)(1).

(ii) Rental projects. AHP-assisted rent-
al projects are or are committed to be
subject to a retention agreement de-
scribed in § 960.13 (c)(5) or (d)(2).

(8) Project sponsor qualifications. A
project’s sponsor must be qualified and
able to perform its responsibilities as
committed to in the application for
subsidy funding the project.

(9) Fair housing. The project, as pro-
posed, must comply with applicable
Federal and State laws on fair housing
and housing accessibility, including,
but not limited to, the Fair Housing
Act, the Rehabilitation Act of 1973, the
Americans with Disabilities Act of
1990, and the Architectural Barriers
Act of 1969, and must demonstrate how
the project will be affirmatively mar-
keted.

(10) District eligibility requirements. (i)
A project receiving AHP subsidies may
be required by a Bank to meet one or
more of the following additional eligi-
bility requirements adopted by a
Bank’s board of directors, after con-
sultation with its Advisory Council:

(A) A requirement that the amount
of subsidy requested for the project
does not exceed limits established by
the Bank as to the maximum amount
of AHP subsidy available per member
each year; or per member, per project,
or per project unit in a single funding
period;

(B) A requirement that the project is
located in the Bank’s District; or

(C) A requirement that the member
submitting the application has made
use of a minimum amount of a credit
product offered by the Bank, other
than AHP or CIP credit products, with-
in the previous 12 months, provided
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that such a minimum threshold for
credit product usage established by a
Bank shall not exceed 1.5 percent of a
member’s total assets, and all members
shall have access to some amount of
AHP subsidy, as determined by the
Bank, regardless of whether they meet
the Bank’s minimum threshold for
credit product usage.

(ii) Any limit on the amount of AHP
subsidy available per member must re-
sult in equal amounts of AHP subsidy
available to all members.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27672, May 20, 1998]

§ 960.6 Procedure for approval of ap-
plications for funding.

(a) Homeownership set-aside programs.
A Bank shall accept applications for
homeownership set-aside funds from
members and may, in its discretion, ac-
cept applications from institutions
with pending applications for member-
ship in the Bank. The Bank shall ap-
prove applications in accordance with
the Bank’s criteria governing the allo-
cation of funds.

(b) Competitive application program—
(1) Funding periods; amounts available. A
Bank shall accept applications for
funding under its competitive applica-
tion program from members and may,
in its discretion, accept applications
from institutions with pending applica-
tions for membership in the Bank. A
Bank may accept applications for fund-
ing during a specified number of fund-
ing periods each year, as determined by
the Bank. The amount of subsidies of-
fered in each funding period shall be
comparable.

(2) Submission of applications. A Bank
shall require applicants for AHP sub-
sidies to submit information sufficient
for the Bank to:

(i) Determine that the proposed AHP
project meets the eligibility require-
ments of § 960.5(b); and

(ii) Evaluate the application pursu-
ant to the scoring criteria in paragraph
(b)(4) of this section.

(3) Review of applications for project
eligibility. A Bank shall review applica-
tions to determine that the proposed
AHP project meets the eligibility re-
quirements of § 960.5(b).

(4) Scoring of applications—(i) In gen-
eral. A Bank shall score only those ap-

plications meeting the eligibility re-
quirements of § 960.5(b). A Bank shall
not adopt additional scoring criteria or
point allocations, except as specifically
authorized under this paragraph (b)(4).
A Bank shall adopt written guidelines
implementing the scoring require-
ments of this paragraph (b)(4).

(ii) Point allocations. A Bank shall al-
locate 100 points among the nine scor-
ing criteria identified in paragraph
(b)(4)(iv) of this section. The scoring
criterion for targeting identified in
paragraph (b)(4)(iv)(C) of this section
shall be allocated at least 20 points.
The remaining scoring criteria shall be
allocated at least five points each.

(iii) Satisfaction of scoring criteria. A
Bank shall designate each scoring cri-
terion as either a fixed-point or a vari-
able-point criterion. Variable-point cri-
teria are those where there are varying
degrees to which an application can
satisfy the criteria. The number of
points that may be awarded to an ap-
plication for meeting a variable-point
criterion will vary, depending on the
extent to which the application satis-
fies the criterion, compared to the
other applications being scored. A
Bank shall designate the targeting and
subsidy-per-unit scoring criteria iden-
tified in paragraphs (b)(4)(iv) (C) and
(H), respectively, of this section as
variable-point criteria. The applica-
tion(s) best achieving each variable-
point criterion shall receive the maxi-
mum point score available for that cri-
terion, with the remaining applications
scored on a declining scale. Fixed-point
criteria are those which cannot be sat-
isfied in varying degrees and are either
satisfied, or not. An application meet-
ing a fixed-point criterion shall be
awarded the total number of points al-
located to that criterion.

(iv) Scoring criteria. An application
for a proposed project may receive
points based on satisfaction of the nine
scoring criteria set forth in this para-
graph (b)(4)(iv).

(A) Use of donated government-owned
or other properties. The creation of
housing using a significant proportion
of units or land donated or conveyed
for a nominal price by the Federal gov-
ernment or any agency or instrumen-
tality thereof, or by any other party.
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For purposes of this paragraph, a nomi-
nal price is a small, negligible amount,
most often one dollar, and may be ac-
companied by modest expenses related
to the conveyance of the property for
use by the project.

(B) Sponsorship by a not-for-profit or-
ganization or government entity. Project
sponsorship by a not-for-profit organi-
zation, a state or political subdivision
of a state, a state housing agency, a
local housing authority, a Native
American Tribe, an Alaskan Native
Village, or the government entity for
Native Hawaiian Home Lands.

(C) Targeting. The extent to which a
project creates housing for very low-
and low- or moderate-income house-
holds.

(1) Rental projects. An application for
a rental project shall be awarded the
maximum number of points available
under this scoring criterion if 60 per-
cent or more of the units in the project
are reserved for occupancy by house-
holds with incomes at or below 50 per-
cent of the median income for the area.
Applications for projects with less than
60 percent of the units reserved for oc-
cupancy by households with incomes at
or below 50 percent of the median in-
come for the area shall be awarded
points on a declining scale based on the
percentage of units in a project that
are reserved for households with in-
comes at or below 50 percent of the me-
dian income for the area, and on the
percentage of the remaining units re-
served for households with incomes at
or below 80 percent of the median in-
come for the area. In order to facilitate
reliance on monitoring by a federal,
state, or local government entity pro-
viding funds or allocating federal Low-
Income Housing Tax Credits to a pro-
posed project, a Bank, in its discretion,
may score each project according to
the targeting commitments made by
the project to such entity, and the
Bank shall include such scoring prac-
tice in its AHP implementation plan.

(2) Owner-occupied projects. Applica-
tions for owner-occupied projects shall
be awarded points based on a declining
scale, with projects having the highest
percentage of units targeted to house-
holds with the lowest percentage of
median income for the area awarded
the highest number of points.

(3) Separate scoring. For purposes of
this scoring criterion, applications for
owner-occupied projects and rental
projects may be scored separately.

(D) Housing for homeless households.
The creation of rental housing reserv-
ing at least 20 percent of the units for
homeless households, or the creation of
transitional housing for homeless
households permitting a minimum of
six months occupancy.

(E) Promotion of empowerment. The
provision of housing in combination
with a program offering: employment;
education; training; homebuyer, home-
ownership or tenant counseling;
daycare services; resident involvement
in decisionmaking affecting the cre-
ation or operation of the project; or
other services that assist residents to
move toward better economic opportu-
nities, such as welfare to work initia-
tives.

(F) First District priority. The satisfac-
tion of one of the following criteria, or
one of a number of the following cri-
teria, as recommended by the Bank’s
Advisory Council and adopted by the
Bank’s board of directors and set forth
in the Bank’s AHP implementation
plan, as long as the total points avail-
able for meeting the criterion or cri-
teria adopted under this category do
not exceed the total points allocated to
this category:

(1) Special needs. The creation of
housing in which at least 20 percent of
the units are reserved for occupancy by
households with special needs, such as
the elderly, mentally or physically dis-
abled persons, persons recovering from
physical abuse or alcohol or drug
abuse, or persons with AIDS;

(2) Community development. The cre-
ation of housing meeting housing needs
documented as part of a community re-
vitalization or economic development
strategy approved by a unit of a state
or local government;

(3) First-time homebuyers. The financ-
ing of housing for first-time home-
buyers;

(4) Member financial participation.
Member financial participation (ex-
cluding the pass-through of AHP sub-
sidy) in the project, such as providing
market rate or concessionary financ-
ing, fee waivers, or donations;
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(5) Disaster areas. The financing of
housing located in federally declared
disaster areas;

(6) Rural. The financing of housing lo-
cated in rural areas;

(7) Urban. The financing of urban in-
fill or urban rehabilitation housing;

(8) Economic diversity. The creation of
housing that is part of a strategy to
end isolation of very low-income
households by providing economic di-
versity through mixed-income housing
in low- or moderate-income neighbor-
hoods, or providing very low-or low- or
moderate-income households with
housing opportunities in neighborhoods
or cities where the median income ex-
ceeds the median income for the larger
surrounding area—such as the city,
county, or Primary Metropolitan Sta-
tistical Area—in which the neighbor-
hood or city is located;

(9) Fair housing remedy. The financing
of housing as part of a remedy under-
taken by a jurisdiction adjudicated by
a federal, state, or local court to be in
violation of title VI of the Civil Rights
Act of 1964 (42 U.S.C. 2000d et seq.), the
Fair Housing Act (42 U.S.C. 3601 et seq.),
or any other federal, state, or local fair
housing law, or as part of a settlement
of such claims;

(10) Community involvement. Dem-
onstrated support for the project by
local government, other than as a
project sponsor, in the form of property
tax deferment or abatement, zoning
changes or variances, infrastructure
improvements, fee waivers, or other
similar forms of non-cash assistance,
or demonstrated support for the
project by community organizations or
individuals, other than as project spon-
sors, through the commitment by such
entities or individuals of donated goods
and services, or volunteer labor;

(11) Lender consortia. The involve-
ment of financing by a consortium of
at least two financial institutions; or

(12) In-District projects. The creation
of housing located in the Bank’s Dis-
trict.

(G) Second District priority—defined
housing need in the District. The satis-
faction of a housing need in the Bank’s
District, as defined and recommended
by the Bank’s Advisory Council and
adopted by the Bank’s board of direc-
tors and set forth in the Bank’s AHP

implementation plan. The Bank may,
but is not required to, use one of the
criteria listed in paragraph (b)(4)(iv)(F)
of this section, provided it is different
from the criterion or criteria adopted
by the Bank under paragraph
(b)(4)(iv)(F) of this section.

(H) AHP subsidy per unit. The extent
to which a project proposes to use the
least amount of AHP subsidy per AHP-
targeted unit. In the case of an applica-
tion for a project financed by a sub-
sidized advance, the total amount of
AHP subsidy used by the project shall
be estimated based on the Bank’s cost
of funds as of the date on which all ap-
plications are due for the funding pe-
riod in which the application is submit-
ted. For purposes of this scoring cri-
terion, applications for owner-occupied
projects and rental projects may be
scored separately.

(I) Community stability. The pro-
motion of community stability, such as
by rehabilitating vacant or abandoned
properties, being an integral part of a
neighborhood stabilization plan ap-
proved by a unit of state or local gov-
ernment, and not displacing low- or
moderate-income households, or if such
displacement will occur, assuring that
such households will be assisted to
minimize the impact of such displace-
ment.

(5) Approval of applications—(i) Ap-
proval by Bank’s board. The board of di-
rectors of each Bank shall approve ap-
plications in descending order starting
with the highest scoring application
until the total funding amount for the
particular funding period, except for
any amount insufficient to fund the
next highest scoring application, has
been allocated. The board of directors
also shall approve at least the next
four highest scoring applications as al-
ternates and, within one year of ap-
proval, may fund such alternates if any
previously committed AHP subsidies
become available.

(ii) No delegation. A Bank’s board of
directors shall not delegate to Bank of-
ficers or other Bank employees the re-
sponsibility to approve or disapprove
AHP applications.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27673, May 20, 1998]
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§ 960.7 Modifications of applications
prior to project completion.

(a) Modification procedure. If, prior to
final disbursement of funds to a project
from all funding sources, there is or
will be a change in the project that
would change the score that the
project application received in the
funding period in which it was origi-
nally scored and approved, had the
changed facts been operative at that
time, a Bank, in its discretion, may ap-
prove in writing a modification to the
terms of the approved application, pro-
vided that:

(1) The project, incorporating any
such changes, would meet the eligi-
bility requirements of § 960.5(b);

(2) The application, as reflective of
such changes, continues to score high
enough to have been approved in the
funding period in which it was origi-
nally scored and approved by the Bank;
and

(3) There is good cause for the modi-
fication.

(b) Modifications involving a subsidy
increase. Modifications involving an in-
crease in AHP subsidy shall be ap-
proved or disapproved by a Bank’s
board of directors. The authority to ap-
prove or disapprove such requests shall
not be delegated to Bank officers or
other Bank employees.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27673, May 20, 1998]

§ 960.8 Procedure for funding.
(a) Disbursement of subsidies to mem-

bers. (1) A Bank may disburse AHP sub-
sidies only to institutions that are
members of the Bank at the time they
request a draw-down of subsidy.

(2) If an institution with an approved
application for AHP subsidy fails to ob-
tain or loses its membership in a Bank,
the Bank may disburse subsidies to a
member of such Bank to which the in-
stitution has transferred its obliga-
tions under the approved application,
or the Bank may disburse subsidies
through another Bank to a member of
that Bank that has assumed the insti-
tution’s obligations under the approved
application.

(b) Homeownership set-aside programs—
(1) Time limit on use of subsidies. If
homeownership set-aside funds are not

drawn down and used by eligible house-
holds within the period of time speci-
fied by the Bank in its AHP implemen-
tation plan, the Bank shall cancel the
application for funds and make the
funds available for other applicants for
homeownership set-aside funds or for
other AHP-eligible projects.

(2) Member certification upon disburse-
ment. Prior to disbursement of home-
ownership set-aside funds by a Bank to
a member, the Bank shall require the
member to certify that:

(i) The funds received from the Bank
will be provided to a household meet-
ing the eligibility requirements of
§ 960.5(a)(2);

(ii) If the member is providing mort-
gage financing to the household, the
member will provide financial or other
incentives in connection with such
mortgage financing, and the rate of in-
terest, points, fees, and any other
charges by the member will not exceed
a reasonable market rate of interest,
points, fees, and other charges for a
loan of similar maturity, terms, and
risk; and

(iii) Funds received from the Bank
for homebuyer counseling costs will be
provided according to the requirements
of § 960.5(a)(7).

(c) Competitive application program—
(1) Time limit on use of subsidies. If AHP
subsidies approved for a project under a
Bank’s competitive application pro-
gram are not drawn down and used by
the project within the period of time
specified by the Bank in its AHP imple-
mentation plan, the Bank shall cancel
its approval of the application for the
subsidies and make the subsidies avail-
able for other AHP-eligible projects.

(2) Compliance upon disbursement of
subsidies. A Bank shall verify prior to
its initial disbursement of subsidies for
an approved project, and prior to each
disbursement thereafter, that the
project meets the eligibility require-
ments of § 960.5(b) and all obligations
committed to in the approved applica-
tion.

(3) Changes in approved AHP subsidy
amount where a direct subsidy is used to
write down prior to closing the principal
amount or interest rate on a loan.—(i)
Change in subsidy amount. If a member
is approved to receive a direct subsidy
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to write down prior to closing the prin-
cipal amount or the interest rate on a
loan to a project and the amount of
subsidy required to maintain the debt
service cost for the loan decreases from
the amount of subsidy initially ap-
proved by the Bank due to a decrease
in market interest rates between the
time of approval and the time the lend-
er commits to the interest rate to fi-
nance the project, the Bank shall re-
duce the subsidy amount accordingly.
If market interest rates rise between
the time of approval and the time the
lender commits to the interest rate to
finance the project, the Bank may, in
its discretion, increase the subsidy
amount accordingly.

(ii) Reconciliation of AHP fund. If a
Bank reduces the amount of AHP sub-
sidy approved for a project, the amount
of such reduction shall be returned to
the Bank’s AHP fund. If a Bank in-
creases the amount of AHP subsidy ap-
proved for a project, the amount of
such increase shall be drawn first from
any currently uncommitted or repaid
AHP subsidies and then from the
Bank’s required AHP contribution for
the next year.

§ 960.9 Modifications of applications
after project completion.

Modification procedure. If, after final
disbursement of funds to a project from
all funding sources, there is or will be
a change in the project that would
change the score that the project appli-
cation received in the funding period in
which it was originally scored and ap-
proved, had the changed facts been op-
erative at that time, a Bank, in its dis-
cretion, may approve in writing a
modification to the terms of the ap-
proved application, provided that:

(a) The project is in financial dis-
tress, or is at substantial risk of falling
into such distress;

(b) The project sponsor or owner has
made best efforts to avoid noncompli-
ance with the terms of the application
for subsidy and the requirements of
this part;

(c) The project, incorporating any
material changes, would meet the eli-
gibility requirements of § 960.5(b); and

(d) The application, as reflective of
such changes, continues to score high
enough to have been approved in the

funding period in which it was origi-
nally scored and approved by the Bank.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27673, May 20, 1998]

§ 960.10 Initial monitoring require-
ments.

(a) Requirements for project sponsors
and owners—(1) Owner-occupied projects.
(i) During the period of construction or
rehabilitation of an owner-occupied
project, the project sponsor must re-
port to the member semiannually on
whether reasonable progress is being
made towards completion of the
project.

(ii) Where AHP subsidies are used to
finance the purchase of owner-occupied
units, the project sponsor must certify
annually to the member and the Bank,
until all approved AHP subsidies are
provided to eligible households in the
project, that those households receiv-
ing AHP subsidies during the year were
eligible households, and such certifi-
cations shall be supported by house-
hold income verification documenta-
tion maintained by the project sponsor
and available for review by the member
or the Bank.

(2) Rental projects. (i) During the pe-
riod of construction or rehabilitation
of a rental project, the project owner
must report to the member semiannu-
ally on whether reasonable progress is
being made towards completion of the
project.

(ii) Within the first year after project
completion, the project owner must:

(A) Certify to the member and the
Bank that the services and activities
committed to in the AHP application
have been provided in connection with
the project;

(B) Provide a list of actual tenant
rents and incomes to the member and
the Bank and certify that:

(1) The tenant rents and incomes are
accurate and in compliance with the
rent and income targeting commit-
ments made in the AHP application;
and

(2) The project is habitable; and
(C) Maintain documentation regard-

ing tenant rents and incomes and
project habitability available for re-
view by the member or the Bank, to
support such certifications.
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(b) Requirements for members—(1)
Owner-occupied projects. (i) During the
period of construction or rehabilitation
of an owner-occupied project, the mem-
ber must take the steps necessary to
determine whether reasonable progress
is being made towards completion of
the project and must report to the
Bank semiannually on the status of the
project.

(ii) Within one year after disburse-
ment to a project of all approved AHP
subsidies, the member must review the
project documentation and certify to
the Bank that:

(A) The AHP subsidies have been
used according to the commitments
made in the AHP application; and

(B) The AHP-assisted units are sub-
ject to deed restrictions or other le-
gally enforceable retention agreements
or mechanisms meeting the require-
ments of § 960.13(c)(4) or (d)(1);

(2) Rental projects. (i) During the pe-
riod of construction or rehabilitation
of a rental project, the member must
take the steps necessary to determine
whether reasonable progress is being
made towards completion of the
project and must report to the Bank
semiannually on the status of the
project.

(ii) Within the first year after project
completion, the member must review
the project documentation and certify
to the Bank that:

(A) The project is habitable;
(B) The project meets its income tar-

geting commitments; and
(C) The rents charged for income-tar-

geted units do not exceed the maxi-
mum levels committed to in the AHP
application.

(c) Requirements for Banks—(1) Owner-
occupied projects. Each Bank must
take the steps necessary to determine,
based on a review of the documentation
for a sample of projects and units with-
in one year of receiving the certifi-
cations described in paragraph (b)(1)(ii)
of this section that:

(i) The incomes of the households
that own the AHP-assisted units did
not exceed the levels committed to in
the AHP application at the time the
households were qualified by the spon-
sor to participate in the project;

(ii) The AHP subsidies were used for
eligible purposes, the project’s actual

costs were reasonable and customary
in accordance with the Bank’s project
feasibility guidelines, and the subsidies
were necessary for the financial fea-
sibility of the project, as currently
structured; and

(iii) The AHP-assisted units are sub-
ject to deed restrictions or other le-
gally enforceable retention agreements
or mechanisms meeting the require-
ments of § 960.13(c)(4) or (d)(1).

(2) Rental projects. Each Bank must
take the steps necessary to determine
that:

(i) Within the first year after comple-
tion of a rental project, the services
and activities committed to in the
AHP application have been provided in
connection with the project; and

(ii) The AHP subsidies were used for
eligible purposes, the project’s actual
costs were reasonable and customary
in accordance with the Bank’s project
feasibility guidelines, and the subsidies
were necessary for the financial fea-
sibility of the project, as currently
structured.

(d) Annual adjustment of targeting com-
mitments. For purposes of determining
compliance with the targeting commit-
ments in an AHP application, such
commitments shall be considered to
adjust annually according to the cur-
rent applicable median income data. A
rental unit may continue to count to-
ward meeting the targeting commit-
ment of an approved AHP application
as long as the rent charged remains af-
fordable, as defined in § 960.1, for the
household occupying the unit.

§ 960.11 Long-term monitoring require-
ments.

(a) Rental projects. For purposes of
monitoring a rental project, Banks,
members, and project owners shall
carry out their long-term monitoring
obligations pursuant to one of the
three methods set forth in this para-
graph (a).

(1) Reliance on monitoring by a federal,
state or local government entity. For
those projects that receive funds from,
or are allocated federal Low-Income
Housing Tax Credits by, a federal,
state, or local government entity, a
Bank may rely on the monitoring by
such entity if:
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(i) The income targeting require-
ments, the rent requirements, and the
retention period monitored by such en-
tity for purposes of its own program
are the same as, or more restrictive
than, those committed to in the AHP
application;

(ii) The entity agrees to inform the
Bank of instances where tenant rents
or incomes are found to be in non-
compliance with the requirements
being monitored by the entity or where
the project is not habitable; and

(iii) The entity has demonstrated and
continues to demonstrate to the Bank
its ability to carry out monitoring
under its own program, and the Bank
does not have information that such
monitoring is not occurring or is inad-
equate.

(2) Reliance on monitoring of AHP ap-
plication commitments by a contractor.
For those projects that receive funds
from, or are allocated federal Low-In-
come Housing Tax Credits by, a fed-
eral, state, or local government entity
that monitors for income targeting re-
quirements, rent requirements, or re-
tention periods under its own program
that are less restrictive than those
committed to in the project’s AHP ap-
plication, a Bank, in its discretion,
may rely on the monitoring by such
entity if:

(i) The entity agrees to monitor the
income targeting requirements, the
rent requirements, and the retention
period committed to in the AHP appli-
cation;

(ii) The entity agrees to inform the
Bank of instances where tenant rents
or incomes are found to be in non-
compliance with the requirements
committed to in the AHP application
or where the project is not habitable;
and

(iii) The entity has demonstrated and
continues to demonstrate to the Bank
its ability to carry out such monitor-
ing, and the Bank does not have infor-
mation that such monitoring is not oc-
curring or is inadequate.

(3) Long-term monitoring by the Banks,
members, and project owners. In cases
where a Bank does not rely on mon-
itoring by a federal, state, or local gov-
ernment entity pursuant to paragraphs
(a)(1) or (a)(2) of this section, the Bank,
members, and project owners shall

monitor rental projects according to
the requirements in this paragraph
(a)(3).

(i) Requirements for project owners. In
the second year after completion of a
rental project and annually thereafter
until the end of the project’s retention
period, the project owner must:

(A) Certify to the Bank that:
(1) The tenant rents and incomes are

in compliance with the rent and in-
come targeting commitments made in
the AHP application; and

(2) The project is habitable; and
(B) Maintain documentation regard-

ing tenant rents and incomes and
project habitability available for re-
view by the Bank, to support such cer-
tifications.

(ii) Requirements for members. For
rental projects receiving $500,000 or less
in AHP subsidy from a member, during
the period from the second year after
project completion to the end of the
project’s retention period, the member
must certify to the Bank at least once
every three years, based on an exterior
visual inspection, that the project ap-
pears to be suitable for occupancy.

(iii) Requirements for Banks—(A) Cer-
tifications received by the Bank. Each
Bank shall review certifications pro-
vided by project owners and members
regarding tenant rents and incomes
and project habitability.

(B) Review of project documentation.
Each Bank shall review documentation
maintained by the project owner re-
garding tenant rents and incomes and
project habitability to verify compli-
ance with the rent and income target-
ing commitments in the AHP applica-
tion and project habitability, according
to the following schedule:

(1) $50,001 to $250,000. For projects re-
ceiving $50,001 to $250,000 of AHP sub-
sidies, the Bank must review project
documentation for a sample of the
project’s units at least once every six
years;

(2) $250,001 to $500,000. For projects re-
ceiving $250,001 to $500,000 of AHP sub-
sidies, the Bank must review project
documentation for a sample of the
project’s units at least once every four
years; and

(3) Over $500,000. For projects receiv-
ing over $500,000 of AHP subsidies, the
Bank must perform an on-site review
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of project documentation for a sample
of the project’s units at least once
every two years.

(C) Sampling plan. A Bank may use a
reasonable sampling plan to select the
projects monitored each year and to re-
view the project documentation sup-
porting the certifications made by
members and project owners.

(iv) Monitoring by a contractor. A
Bank, in its discretion, may contract
with a third party to carry out the
Bank’s monitoring obligations set
forth in paragraph (a)(3)(iii) of this sec-
tion.

(b) Annual adjustment of targeting com-
mitments. For purposes of determining
compliance with the targeting commit-
ments in an AHP application, such
commitments shall be considered to
adjust annually according to the cur-
rent applicable median income data. A
rental unit may continue to count to-
ward meeting the targeting commit-
ment of an approved AHP application
as long as the rent charged remains af-
fordable, as defined in § 960.1, for the
household occupying the unit.

§ 960.12 Remedial actions for non-
compliance.

(a) Repayment of subsidies by mem-
bers—(1) Noncompliance by member. A
member shall repay to the Bank the
amount of any subsidies (plus interest,
if appropriate) that, as a result of the
member’s actions or omissions, is not
used in compliance with the terms of
the application for the subsidy, as ap-
proved by the Bank, and the require-
ments of this part, unless:

(i) The member cures the noncompli-
ance within a reasonable period of
time; or

(ii) The circumstances of noncompli-
ance are eliminated through a modi-
fication of the terms of the application
for the subsidy pursuant to §§ 960.7 or
960.9.

(2) Noncompliance by project sponsors
or owners—(i) Duty to recover subsidies.
A member shall recover from the spon-
sor of an owner-occupied project or the
owner of a rental project and repay to
the Bank the amount of any subsidies
(plus interest, if appropriate) that, as a
result of the sponsor’s or owner’s ac-
tions or omissions, is not used in com-
pliance with the terms of the applica-

tion for the subsidy, as approved by the
Bank, and the requirements of this
part, unless:

(A) The sponsor or owner cures the
noncompliance within a reasonable pe-
riod of time; or

(B) The circumstances of noncompli-
ance are eliminated through a modi-
fication of the terms of the application
for the subsidy pursuant to §§ 960.7 or
960.9.

(ii) Limitation on duty to recover sub-
sidies. The member shall not be liable
to the Bank for the return of amounts
that cannot be recovered from the
project sponsor or owner through rea-
sonable collection efforts by the mem-
ber.

(b) Repayment of subsidies by project
sponsors or owners. A sponsor of an
owner-occupied project and the owner
of a rental project shall repay to the
member the amount of any subsidies
(plus interest, if appropriate) that, as a
result of the sponsor’s or owner’s ac-
tions or omissions, is not used in com-
pliance with the terms of the applica-
tion for the subsidy, as approved by the
Bank, and the requirements of this
part, unless:

(1) The sponsor or owner cures the
noncompliance within a reasonable pe-
riod of time; or

(2) The circumstances of noncompli-
ance are eliminated through a modi-
fication of the terms of the application
for the subsidy pursuant to §§ 960.7 or
960.9.

(c) Requirements for Banks—(1) Duty to
recover subsidies. A Bank shall recover
from a member:

(i) The amount of any subsidies (plus
interest, if appropriate) that, as a re-
sult of the member’s actions or omis-
sions, is not used in compliance with
the terms of the application for the
subsidy, as approved by the Bank, and
the requirements of this part; and

(ii) The amount of any subsidies re-
covered by a member from the sponsor
of an owner-occupied project or the
owner of a rental project pursuant to
the requirements of paragraph (a)(2) of
this section.

(2) Settlements. A Bank may enter
into an agreement or other arrange-
ment with a member for the purpose of
settling claims against the member for
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repayment of subsidies. If a Bank en-
ters into a settlement that results in
the return of a sum that is less than
the full amount of any AHP subsidy
that is not used in compliance with the
terms of the application for the sub-
sidy, as approved by the Bank, and the
requirements of this part, the Bank
may be required by the Finance Board
to reimburse its AHP fund in the
amount of any shortfall under para-
graph (c)(3) of this section, unless:

(i) The Bank has sufficient docu-
mentation showing that the sum
agreed to be repaid under the settle-
ment is reasonably justified, based on
the facts and circumstances of the non-
compliance (including the degree of
culpability of the noncomplying par-
ties and the extent of the Bank’s recov-
ery efforts); or

(ii) The Bank obtains a determina-
tion from the Board of Directors that
the sum agreed to be repaid under the
settlement is reasonably justified,
based on the facts and circumstances of
the noncompliance (including the de-
gree of culpability of the noncomplying
parties and the extent of the Bank’s re-
covery efforts).

(3) Reimbursement of AHP fund. The
Finance Board may order a Bank to re-
imburse its AHP fund in an appropriate
amount upon determining that:

(i) As a result of the Bank’s actions
or omissions, AHP subsidy is not used
in compliance with the terms of the ap-
plication for the subsidy, as approved
by the Bank, and the requirements of
this part; or

(ii) The Bank has failed to recover
AHP subsidy from a member pursuant
to the requirements of paragraph (c)(1)
of this section, and has not shown such
failure is reasonably justified, consid-
ering factors such as the extent of the
Bank’s recovery efforts.

(d) Parties to enforcement proceedings.
A Bank, in its AHP implementation
plan, may provide for a member,
project sponsor, or project owner to
enter into a written agreement with a
Bank under which such member, spon-
sor, or owner consents to be a party to
any enforcement proceeding initiated
by the Finance Board regarding the re-
payment of AHP subsidies received by
such member, sponsor, or owner, or the
suspension or debarment of such par-

ties, provided that the member, spon-
sor, or owner has agreed to be bound by
the Finance Board’s final determina-
tion in the enforcement proceeding.

(e) Use of repaid subsidies. Amounts
repaid to a Bank pursuant to this sec-
tion, including any interest, shall be
made available for other AHP-eligible
projects.

(f) Suspension and debarment—(1) At a
Bank’s initiative. A Bank may suspend
or debar a member, project sponsor, or
owner from participation in the Pro-
gram if such party shows a pattern of
noncompliance, or engages in a single
instance of flagrant noncompliance,
with the terms of an application for
AHP subsidy or the requirements of
this part.

(2) At the Finance Board’s initiative.
The Finance Board may order a Bank
to suspend or debar a member, project
sponsor, or owner from participation in
the Program if such party shows a pat-
tern of noncompliance, or engages in a
single instance of flagrant noncompli-
ance, with the terms of an application
for AHP subsidy or the requirements of
this part.

(g) Transfer of Program administration.
Without limitation on other remedies,
the Finance Board, upon determining
that a Bank has engaged in mis-
management of its Program, may des-
ignate another Bank to administer all
or a portion of the first Bank’s annual
AHP contribution, for the benefit of
the first Bank’s members, under such
terms and conditions as the Finance
Board may prescribe.

(h) Finance Board actions under this
section. Except as provided in para-
graph (c)(2)(ii) of this section, actions
taken by the Finance Board pursuant
to this section shall be subject to the
Finance Board’s Procedures for Review
of Disputed Supervisory Determina-
tions.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27673, May 20, 1998]

§ 960.13 Agreements.

(a) Agreements between Banks and
members. A Bank shall have in place
with each member receiving a sub-
sidized advance or direct subsidy an
agreement or agreements containing
the provisions set forth in this section.
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(b) General provisions—(1) Subsidy
pass-through. The member shall pass on
the full amount of the AHP subsidy to
the project, or household in the case of
homeownership set-aside funds, for
which the subsidy was approved.

(2) Use of subsidy—(i) Use of subsidy by
the member. The member shall use the
AHP subsidy in accordance with the
terms of the member’s application for
the subsidy, as approved by the Bank,
and the requirements of this part.

(ii) Use of subsidy by the project spon-
sor or owner. The member shall have in
place an agreement with the sponsor of
an owner-occupied project and each
owner of a rental project in which the
sponsor or owner agrees to use the AHP
subsidy in accordance with the terms
of the member’s application for the
subsidy, as approved by the Bank, and
the requirements of this part.

(3) Repayment of subsidies in case of
noncompliance—(i) Noncompliance by the
member. The member shall repay sub-
sidies to the Bank in accordance with
the requirements of § 960.12(a)(1).

(ii) Noncompliance by a project sponsor
or owner—(A) Agreement. The member
shall have in place an agreement with
the sponsor of an owner-occupied
project and each owner of a rental
project in which the sponsor or owner
agrees to repay AHP subsidies in ac-
cordance with the requirements of
§ 960.12(b).

(B) Recovery of subsidies. The member
shall recover from the project sponsor
or owner and repay to the Bank any
subsidy in accordance with the require-
ments of § 960.12(a)(2).

(4) Project monitoring—(i) Monitoring
by the member. The member shall com-
ply with the monitoring requirements
of §§ 960.10(b) and 960.11(a)(3)(ii).

(ii) Monitoring by the project sponsor.
The member shall have in place an
agreement with the sponsor of an
owner-occupied project in which the
sponsor agrees to comply with the
monitoring requirements of
§ 960.10(a)(1).

(iii) Monitoring by the project owner.
The member shall have in place an
agreement with the owner of a rental
project in which the owner agrees to
comply with the monitoring require-
ments of §§ 960.10(a)(2) and
960.11(a)(3)(i).

(5) Transfer of AHP obligations to an-
other member. The member will make
best efforts to transfer its obligations
under the approved application for
AHP subsidy to another member in the
event of its loss of membership in the
Bank prior to the Bank’s final dis-
bursement of AHP subsidies.

(c) Special provisions where members
obtain subsidized advances—(1) Repay-
ment schedule. The term of the sub-
sidized advance shall be no longer than
the term of the member’s loan to the
project funded by the advance, and at
least once in every 12-month period,
the member shall be scheduled to make
a principal repayment to the Bank
equal to the amount scheduled to be re-
paid to the member on its loan to the
project in that period.

(2) Prepayment fees. Upon a prepay-
ment of the subsidized advance, the
Bank shall charge a prepayment fee
only to the extent the Bank suffers an
economic loss from the prepayment.

(3) Treatment of loan prepayment by
project. If all or a portion of the loan or
loans financed by a subsidized advance
are prepaid by the project to the mem-
ber, the member may, at its option, ei-
ther:

(i) Repay to the Bank that portion of
the advance used to make the loan or
loans to the project, and be subject to
a fee imposed by the Bank sufficient to
compensate the Bank for any economic
loss the Bank experiences in reinvest-
ing the repaid amount at a rate of re-
turn below the cost of funds originally
used by the Bank to calculate the in-
terest rate subsidy incorporated in the
advance; or

(ii) Continue to maintain the advance
outstanding, subject to the Bank reset-
ting the interest rate on that portion
of the advance used to make the loan
or loans to the project to a rate equal
to the cost of funds originally used by
the Bank to calculate the interest rate
subsidy incorporated in the advance.

(4) Retention agreements for owner-oc-
cupied units—(i) Units with AHP-assisted
permanent financing. The member shall
ensure that an owner-occupied unit
with permanent financing obtained
from the proceeds of a subsidized ad-
vance is subject to a deed restriction or
other legally enforceable retention
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agreement or mechanism requiring
that:

(A) The Bank or its designee is to be
given notice of any sale or refinancing
of the unit occurring prior to the end
of the retention period;

(B) In the case of a refinancing prior
to the end of the retention period, the
full amount of the interest rate subsidy
received by the owner, based on the pro
rata portion of the interest rate sub-
sidy imputed to the subsidized advance
during the period the owner occupied
the unit prior to refinancing, shall be
repaid to the Bank from any net gain
realized upon the refinancing, unless
the unit continues to be subject to a
deed restriction or other legally en-
forceable retention agreement or
mechanism described in this paragraph
(c)(4)(i); and

(C) The obligation to repay AHP sub-
sidy to the Bank shall terminate after
any foreclosure.

(ii) Units constructed or rehabilitated
with AHP-assisted financing. The mem-
ber shall ensure that an owner-occu-
pied unit constructed or rehabilitated
with a loan from the proceeds of a sub-
sidized advance but which does not
have permanent financing from the
proceeds of a subsidized advance, is
subject to a deed restriction or other
legally enforceable retention agree-
ment or mechanism requiring that:

(A) The Bank or its designee is to be
given notice of any sale or refinancing
of the unit occurring prior to the end
of the retention period;

(B) In the case of a sale prior to the
end of the retention period, an amount
equal to the pro rata portion of the in-
terest rate subsidy imputed to the sub-
sidized advance that financed the con-
struction or rehabilitation loan for the
unit, reduced for every year the seller
owned the unit, shall be repaid to the
Bank from any net gain realized upon
the sale of the unit after deduction for
sales expenses, unless the purchaser is
a low- or moderate-income household;

(C) In the case of a refinancing prior
to the end of the retention period, an
amount equal to the pro rata portion of
the interest rate subsidy imputed to
the subsidized advance that financed
the construction or rehabilitation loan
for the unit, reduced for every year the
owner occupied the unit, shall be re-

paid to the Bank from any net gain re-
alized upon the refinancing, unless the
unit continues to be subject to a deed
restriction or other legally enforceable
retention agreement or mechanism de-
scribed in this paragraph (c)(4)(ii); and

(D) The obligation to repay AHP sub-
sidy to the Bank shall terminate after
any foreclosure.

(5) Retention agreements for rental
projects. The member shall ensure that
a rental project financed by a loan
from the proceeds of a subsidized ad-
vance is subject to a deed restriction or
other legally enforceable retention
agreement or mechanism requiring
that:

(i) The project’s rental units, or ap-
plicable portion thereof, must remain
occupied by and affordable for house-
holds with incomes at or below the lev-
els committed to be served in the AHP
application for the duration of the re-
tention period;

(ii) The Bank or its designee is to be
given notice of any sale or refinancing
of the project occurring prior to the
end of the retention period;

(iii) In the case of a sale or refinanc-
ing of the project prior to the end of
the retention period, the full amount of
the interest rate subsidy received by
the owner, based on the pro rata por-
tion of the interest rate subsidy im-
puted to the subsidized advance during
the period the owner owned the project
prior to the sale or refinancing, shall
be repaid to the Bank, unless the
project continues to be subject to a
deed restriction or other legally en-
forceable retention agreement or
mechanism incorporating the income-
eligibility and affordability restric-
tions committed to in the AHP applica-
tion for the duration of the retention
period; and

(iv) The income-eligibility and af-
fordability restrictions applicable to
the project terminate after any fore-
closure.

(6) Transfer of AHP obligations to a
nonmember. If, after final disbursement
of AHP subsidies to the member, the
member undergoes an acquisition or a
consolidation resulting in a successor
organization that is not a member of
the Bank, the nonmember successor or-
ganization assumes the member’s obli-
gations under its approved application
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for AHP subsidy upon prepayment or
orderly liquidation by the nonmember
of the subsidized advance.

(d) Special provisions where members
obtain direct subsidies—(1) Retention
agreements for owner-occupied units. The
member shall ensure that an owner-oc-
cupied unit that is purchased, con-
structed, or rehabilitated with the pro-
ceeds of a direct subsidy is subject to a
deed restriction or other legally en-
forceable retention agreement or
mechanism requiring that:

(i) The Bank or its designee is to be
given notice of any sale or refinancing
of the unit occurring prior to the end
of the retention period;

(ii) In the case of a sale prior to the
end of the retention period, an amount
equal to a pro rata share of the direct
subsidy that financed the purchase,
construction, or rehabilitation of the
unit, reduced for every year the seller
owned the unit, shall be repaid to the
Bank from any net gain realized upon
the sale of the unit after deduction for
sales expenses, unless the purchaser is
a low- or moderate-income household;

(iii) In the case of a refinancing prior
to the end of the retention period, an
amount equal to a pro rata share of the
direct subsidy that financed the pur-
chase, construction, or rehabilitation
of the unit, reduced for every year the
occupying household has owned the
unit, shall be repaid to the Bank from
any net gain realized upon the refi-
nancing, unless the unit continues to
be subject to a deed restriction or
other legally enforceable retention
agreement or mechanism described in
this paragraph (d)(1); and

(iv) The obligation to repay AHP sub-
sidy to the Bank shall terminate after
any foreclosure.

(2) Retention agreements for rental
projects. The member shall ensure that
a rental project financed by the pro-
ceeds of a direct subsidy is subject to a
deed restriction or other legally en-
forceable retention agreement or
mechanism requiring that:

(i) The project’s rental units, or ap-
plicable portion thereof, must remain
occupied by and affordable for house-
holds with incomes at or below the lev-
els committed to be served in the AHP
application for the duration of the re-
tention period;

(ii) The Bank or its designee is to be
given notice of any sale or refinancing
of the project occurring prior to the
end of the retention period;

(iii) In the case of a sale or refinanc-
ing of the project prior to the end of
the retention period, an amount equal
to the full amount of the direct subsidy
shall be repaid to the Bank, unless the
project continues to be subject to a
deed restriction or other legally en-
forceable retention agreement or
mechanism incorporating the income-
eligibility and affordability restric-
tions committed to in the AHP applica-
tion for the duration of the retention
period; and

(iv) The income-eligibility and af-
fordability restrictions applicable to
the project terminate after any fore-
closure.

(3) Lending of direct subsidies. If a
member or a project sponsor lends a di-
rect subsidy to a project, any repay-
ments of principal and payments of in-
terest received by the member or the
project sponsor must be paid forthwith
to the Bank.

(4) Transfer of AHP obligations to a
nonmember. If, after final disbursement
of AHP subsidies to the member, the
member undergoes an acquisition or a
consolidation resulting in a successor
organization that is not a member of
the Bank, the nonmember successor or-
ganization assumes the member’s obli-
gations under its approved application
for AHP subsidy.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27673, May 20, 1998]

§ 960.14 Temporary suspension of AHP
contributions.

(a) Application for temporary suspen-
sion—(1) Notification to Finance Board.
If a Bank finds that the contributions
required pursuant to § 960.2 are contrib-
uting to the financial instability of the
Bank, the Bank shall notify the Fi-
nance Board promptly, and may apply
in writing to the Finance Board for a
temporary suspension of such contribu-
tions.

(2) Contents. A Bank’s application for
a temporary suspension of contribu-
tions shall include:

(i) The period of time for which the
Bank seeks a suspension;

(ii) The grounds for a suspension;
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(iii) A plan for returning the Bank to
a financially stable position; and

(iv) The Bank’s annual financial re-
port for the preceding year, if avail-
able, and the Bank’s most recent quar-
terly and monthly financial statements
and any other financial data the Bank
wishes the Finance Board to consider.

(b) Board of Directors review of applica-
tion for temporary suspension—(1) Deter-
mination of financial instability. In de-
termining the financial instability of a
Bank, the Board of Directors shall con-
sider such factors as:

(i) Whether the Bank’s earnings are
severely depressed;

(ii) Whether there has been a sub-
stantial decline in the Bank’s member-
ship capital; and

(iii) Whether there has been a sub-
stantial reduction in the Bank’s ad-
vances outstanding.

(2) Limitations on grounds for suspen-
sion. The Board of Directors shall dis-
approve an application for a temporary
suspension if it determines that the
Bank’s reduction in earnings is a result
of:

(i) A change in the terms of advances
to members which is not justified by
market conditions;

(ii) Inordinate operating and admin-
istrative expenses; or

(iii) Mismanagement.
(c) Board of Directors decision. The

Board of Directors’ decision shall be in
writing and shall be accompanied by
specific findings and reasons for its ac-
tion. If the Board of Directors approves
a Bank’s application for a temporary
suspension, the Board of Directors’
written decision shall specify the pe-
riod of time such suspension shall re-
main in effect.

(d) Monitoring. During the term of a
temporary suspension approved by the
Board of Directors, the affected Bank
shall provide to the Board of Directors
such financial reports as the Board of
Directors shall require to monitor the
financial condition of the Bank.

(e) Termination of suspension. If, prior
to the conclusion of the temporary sus-
pension period, the Board of Directors
determines that the Bank has returned
to a position of financial stability, the
Board of Directors may, upon written
notice to the Bank, terminate the tem-
porary suspension.

(f) Application for extension of tem-
porary suspension period. If a Bank’s
board of directors determines that the
Bank has not returned to, or is not
likely to return to, a position of finan-
cial stability at the conclusion of the
temporary suspension period, the Bank
may apply in writing for an extension
of the temporary suspension period,
stating the grounds for such extension.

§ 960.15 Affordable Housing Reserve
Fund.

(a) Reserve Fund—(1) Deposits. If a
Bank fails to use or commit the full
amount it is required to contribute to
the Program in any year pursuant to
§ 960.2, 90 percent of the unused or un-
committed amount shall be deposited
by the Bank in an Affordable Housing
Reserve Fund established and adminis-
tered by the Finance Board. The re-
maining 10 percent of the unused and
uncommitted amount retained by the
Bank should be fully used or commit-
ted by the Bank during the following
year, and any remaining portion must
be deposited in the Affordable Housing
Reserve Fund.

(2) Use or commitment of funds. Ap-
proval of applications for AHP sub-
sidies sufficient to exhaust the amount
a Bank is required to contribute pursu-
ant to § 960.2 shall constitute use or
commitment of funds. Amounts re-
maining unused or uncommitted at
year-end are deemed to be used or com-
mitted if, in combination with AHP
subsidies that have been returned to
the Bank or de-committed from can-
celed projects, they are insufficient to
fund:

(i) The next highest scoring AHP ap-
plication in the Bank’s final funding
period of the year for its competitive
application program; or

(ii) Pending applications for funds
under the Bank’s homeownership set-
aside programs.

Such insufficient amounts shall be
carried over for use or commitment
during the following year.

(b) Annual statement. By January 15
of each year, each Bank shall provide
to the Finance Board a statement indi-
cating the amount of unused and un-
committed funds from the prior year, if
any, which will be deposited in the Af-
fordable Housing Reserve Fund.
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(c) Annual notification. By January 31
of each year, the Finance Board shall
notify the Banks of the total amount
of funds, if any, available in the Afford-
able Housing Reserve Fund.

§ 960.16 Application to existing AHP
projects.

The requirements of section 10(j) of
the Act and the provisions of this part,
as amended, are incorporated into all

agreements between Banks, members,
sponsors, or owners receiving AHP sub-
sidies. To the extent the requirements
of this part are amended from time to
time, such agreements are deemed to
incorporate the amendments to con-
form to any new requirements of this
part. No amendment to this part shall
affect the legality of actions taken
prior to the effective date of such
amendment.
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SUBCHAPTER F—COMMUNITY INVESTMENT

PART 970—Community Investment
Cash Advance Programs

Sec.
970.1 Scope.
970.2 Purpose.
970.3 Definitions.
970.4 Community Lending Plan.
970.5 Community Investment Cash Advance

Programs.
970.6 Reporting.
970.7 Documentation.

AUTHORITY: 12 U.S.C. 1422b(a)(1) and 1430.

SOURCE: 63 FR 65546, Nov. 27, 1998, unless
otherwise noted.

§ 970.1 Scope.

Section 10(j)(10) of the Act authorizes
the Banks to offer Community Invest-
ment Cash Advance (CICA) programs.
(See 12 U.S.C. 1430(j)(10)). This part es-
tablishes requirements for all CICA
programs offered by a Bank, except for
a Bank’s Affordable Housing Program
(AHP), which is governed specifically
by part 960 of this chapter.

§ 970.2 Purpose.

The purpose of this part is to identify
community lending projects that the
Banks may support through the estab-
lishment of CICA programs under sec-
tion 10(j)(10) of the Act. (12 U.S.C.
1430(j)(10)). Pursuant to this part, a
Bank may offer Rural Development Ad-
vance (RDA) or Urban Development
Advance (UDA) programs, or both, for
community lending using the targeted
beneficiaries or targeted income levels
specified in § 970.3 of this part, without
prior Finance Board approval. A Bank
also may offer other CICA programs for
community lending using targeted
beneficiaries and targeted income lev-
els other than those specified in § 970.3
of this part, established by the Bank
with the prior approval of the Finance
Board. In addition, a Bank shall offer
CICA programs under section 10(i) of
the Act (Community Investment Pro-
gram (CIP), 12 U.S.C. 1430(i)), and sec-
tion 10(j) of the Act (Affordable Hous-
ing Program (AHP), 12 U.S.C. 1430(j)).

§ 970.3 Definitions.

As used in this part:
Act means the Federal Home Loan

Bank Act, as amended (12 U.S.C. 1421 et
seq.).

Advance has the same meaning as in
§ 935.1 of this chapter.

AHP means the Affordable Housing
Program, the CICA program required
to be offered pursuant to section 10(j)
of the Act (12 U.S.C. 1430(j)) and part
960 of this chapter.

Bank means a Federal Home Loan
Bank established under the authority
of the Act.

Board of Directors means the Board of
Directors of the Finance Board.

Champion Community means a com-
munity which developed a strategic
plan and applied for designation by ei-
ther the Secretary of HUD or the Sec-
retary of the USDA as an Empower-
ment Zone or Enterprise Community,
but was designated a Champion Com-
munity.

CICA or Community Investment Cash
Advance has the same meaning as in
§ 935.1 of this chapter.

CICA program or Community Invest-
ment Cash Advance program means:

(1) A Bank’s AHP;
(2) A Bank’s CIP;
(3) REA Bank’s RDA program or UDA

program using any combination of the
targeted beneficiaries and targeted in-
come levels specified in § 970.3 of this
part; and

(4) Any other program offered by a
Bank using targeted beneficiaries and
targeted income levels other than
those specified in § 970.3 of this part, es-
tablished by the Bank with the prior
approval of the Finance Board.

CIP means the Community Invest-
ment Program, a CICA program re-
quired to be offered pursuant to section
10(i) of the Act (12 U.S.C. 1430(i)).

Community lending means providing
financing for economic development
projects for targeted beneficiaries.

Economic development projects means:
(1) Commercial, industrial, manufac-

turing, social service, and public facil-
ity projects and activities; and
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(2) Public or private infrastructure
projects, such as roads, utilities, and
sewers.

Family means one or more persons
living in the same dwelling unit.

Finance Board means the agency es-
tablished as the Federal Housing Fi-
nance Board.

Housing projects means projects or ac-
tivities that involve the purchase, con-
struction or rehabilitation of, or
predevelopment financing for:

(1) Individual owner-occupied hous-
ing units, each of which is purchased or
owned by a family with an income at
or below the targeted income level;

(2) Projects involving multiple units
of owner-occupied housing in which at
least 51% of the units are owned or are
intended to be purchased by families
with incomes at or below the targeted
income level;

(3) Rental housing where at least 51%
of the units in the project are occupied
by, or the rents are affordable to, fami-
lies with incomes at or below the tar-
geted income level; or

(4) Manufactured housing parks
where:

(i) At least 51% of the units in the
project are occupied by, or the rents
are affordable to, families with in-
comes at or below the targeted income
level; or

(ii) The project is located in a neigh-
borhood with a median income at or
below the targeted income level.

HUD means the United States De-
partment of Housing and Urban Devel-
opment.

Median income for the area. (1) Owner-
occupied housing projects and economic
development projects. For purposes of
owner-occupied housing projects and
economic development projects, me-
dian income for the area means one or
more of the following, as determined
by the Bank:

(i) The median income for the area,
as published annually by HUD;

(ii) The applicable median family in-
come, as determined under 26 U.S.C.
143(f) (Mortgage Revenue Bonds) and
published by a State agency or instru-
mentality;

(iii) The median income for the area,
as published by the USDA; or

(iv) The median income for any defin-
able geographic area, as published by a

Federal, State, or local government en-
tity for purposes of that entity’s hous-
ing and economic development pro-
grams, and approved by the Board of
Directors, at the request of a Bank, for
use under the Bank’s CICA programs.

(2) Rental housing projects. For pur-
poses of rental housing projects, me-
dian income for the area means one or
more of the following, as determined
by the Bank:

(i) The median income for the area,
as published annually by HUD; or

(ii) The median income for any defin-
able geographic area, as published by a
Federal, State, or local government en-
tity for purposes of that entity’s hous-
ing programs, and approved by the
Board of Directors, at the request of a
Bank, for use under the Bank’s CICA
programs.

Member means an institution that has
been approved for membership in a
Bank and has purchased capital stock
in the Bank in accordance with § § 933.20
and 933.25 of this chapter.

MSA means a Metropolitan Statis-
tical Area as designated by the Office
of Management and Budget.

Neighborhood means:
(1) A census tract or block numbering

area;
(2) A unit of local government with a

population of 25,000 or less;
(3) A rural county; or
(4) A geographic location designated

in comprehensive plans, ordinances, or
other local documents as a neighbor-
hood, village, or similar geographic
designation that is within the bound-
ary of but does not encompass the en-
tire area of a unit of general local gov-
ernment.

Nonmember borrower means an entity
that has been approved as a nonmem-
ber mortgagee pursuant to Subpart B
of part 935 of this chapter.

Provide financing means:
(1) Originating loans;
(2) Purchasing a participation inter-

est, or providing financing to partici-
pate, in a loan consortium for CICA-el-
igible housing or economic develop-
ment projects;

(3) Making loans to entities that, in
turn, make loans for CICA-eligible
housing or economic development
projects;
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(4) Purchasing mortgage revenue
bonds or mortgage-backed securities,
where all of the loans financed by such
bonds and all of the loans backing such
securities, respectively, meet the eligi-
bility requirements of the CICA pro-
gram under which the member or non-
member borrower receives an advance;

(5) Creating or maintaining a second-
ary market for loans, where all such
loans are mortgage loans meeting the
eligibility requirements of the CICA
program under which the member or
nonmember borrower receives an ad-
vance;

(6) Originating CICA-eligible loans
within 3 months prior to receiving the
CICA advance; and

(7) Purchasing low-income housing
tax credits.

RDA or Rural Development Advance
means an advance made pursuant to an
RDA program.

RDA program or Rural Development
Advance program means a program of-
fered by a Bank for community lending
in rural areas.

Rural area means:
(1) A unit of general local govern-

ment with a population of 25,000 or
less;

(2) An unincorporated area outside an
MSA; or

(3) An unincorporated area within an
MSA that qualifies for housing or eco-
nomic development assistance from the
USDA.

Small business means a ‘‘small busi-
ness concern,’’ as that term is defined
by section 3(a) of the Small Business
Act (15 U.S.C. 632(a)) and implemented
by the Small Business Administration
under 13 CFR part 121, or any successor
provisions.

Targeted beneficiaries means bene-
ficiaries determined by the geographi-
cal area in which a project is located
(Geographically Defined Beneficiaries),
by the individuals who benefit from a
project as employees or service recipi-
ents (Individual Beneficiaries), or by
the nature of the project itself (Activ-
ity Beneficiaries), as follows:

(1) Geographically Defined Bene-
ficiaries:

(i) The project is located in a neigh-
borhood with a median income at or
below the targeted income level;

(ii) The project is located in a rural
Champion Community, or a rural Em-
powerment Zone or rural Enterprise
Community, as designated by the Sec-
retary of the USDA;

(iii) The project is located in an
urban Champion Community, or an
urban Empowerment Zone or urban En-
terprise Community, as designated by
the Secretary of HUD;

(iv) The project is located in an In-
dian area, as defined by the Native
American Housing Assistance and Self-
Determination Act of 1996 (25 U.S.C.
4101 et seq.), Alaskan Native Village, or
Native Hawaiian Home Land;

(v) The project is located in an area
and involves a property eligible for a
Brownfield Tax Credit;

(vi) The project is located in an area
affected by a military base closing and
is a ‘‘community in the vicinity of the
installation’’ as defined by the Depart-
ment of Defense at 32 CFR part 176;

(vii) The project is located in a des-
ignated community under the Commu-
nity Adjustment and Investment Pro-
gram as defined under 22 U.S.C. 290m-2;

(viii) The project is located in a Fed-
erally declared disaster area; or

(ix) The project is located in a state
declared disaster area, or qualifies for
assistance under another Federal or
State targeted economic development
program, approved by the Finance
Board.

(2) Individual Beneficiaries:
(i) The annual salaries for at least

51% of the permanent full- and part-
time jobs, computed on a full-time
equivalent basis, created or retained by
the project, other than construction
jobs, are at or below the targeted in-
come level; or

(ii) At least 51% of the families who
otherwise benefit from (other than
through employment), or are provided
services by, the project have incomes
at or below the targeted income level.

(3) Activity Beneficiaries: Projects
that qualify as small businesses.

(4) Other Targeted Beneficiaries. A
Bank may designate, with the prior ap-
proval of the Finance Board, other tar-
geted beneficiaries for its community
lending.

(5) Only targeted beneficiaries identi-
fied in paragraphs (1)(i) through (1)(iv),
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and (2)(i) and (2)(ii) of this definition
are eligible for CIP advances.

Targeted income level means:
(1) For rural areas, incomes at or

below 115 percent of the median income
for the area, as adjusted for family size
in accordance with the methodology of
the applicable area median income
standard or, at the option of the Bank,
for a family of four;

(2) For urban areas, incomes at or
below 100 percent of the median income
for the area, as adjusted for family size
in accordance with the methodology of
the applicable area median income
standard or, at the option of the Bank,
for a family of four;

(3) For CICA advances provided under
CIP:

(i) For economic development
projects, incomes at or below 80 per-
cent of the median income for the area;
or

(ii) For housing projects, incomes at
or below 115 percent of the median in-
come for the area, both as adjusted for
family size in accordance with the
methodology of the applicable area me-
dian income standard or, at the option
of the Bank, for a family of four; or

(4) For CICA advances provided under
any other CICA program offered by a
Bank, a targeted income level estab-
lished by the Bank with the prior ap-
proval of the Finance Board.

UDA or Urban Development Advance
means an advance made pursuant to a
UDA program.

UDA program or Urban Development
Advance program means a program of-
fered by a Bank for community lending
in urban areas.

Urban area means:
(1) A unit of general local govern-

ment with a population of more than
25,000; or

(2) An unincorporated area within an
MSA that does not qualify for housing
or economic development assistance
from the USDA.

USDA means the United States De-
partment of Agriculture.

§ 970.4 Community Lending Plan

Each Bank shall develop and adopt
an annual Community Lending Plan
pursuant to § 936.6 of this chapter.

§ 970.5 Community Investment Cash
Advance Programs.

(a) In general. (1) Each Bank shall
offer an AHP in accordance with part
960 of this chapter.

(2) Each Bank shall offer a CIP to
provide financing for housing projects
and for eligible community lending at
the appropriate targeted income levels.

(3) Each Bank may offer RDA pro-
grams or UDA programs, or both, for
community lending using the targeted
beneficiaries or targeted income levels
specified in § 970.3 of this part, without
prior Finance Board approval.

(4) Each Bank may offer CICA pro-
grams for community lending using
targeted beneficiaries and targeted in-
come levels other than those specified
in § 970.3 of this part, established by the
Bank with the prior approval of the Fi-
nance Board.

(b) Mixed-use projects. (1) For projects
funded under CICA programs other
than CIP, involving a combination of
housing projects and economic develop-
ment projects, only the economic de-
velopment components of the project
must meet the appropriate targeted in-
come level for the respective CICA pro-
gram.

(2) For projects funded under CIP,
both the housing and economic devel-
opment components of the project
must meet the appropriate targeted in-
come levels.

(c) Refinancing. CICA advances other
than AHP may be used to refinance
economic development projects and
housing projects, provided that any eq-
uity proceeds of the refinancing of
rental housing and manufactured hous-
ing parks are used to rehabilitate the
projects or to preserve affordability for
current residents.

(d) Pricing and Availability of CICA ad-
vances—(1) Advances to members. For
CICA programs other than AHP and
CIP, a Bank shall price advances to
members as provided in § 935.6 of this
chapter, and may price such advances
at rates below the price of advances of
similar amounts, maturities and terms
made pursuant to section 10(a) of the
Act. (12 U.S.C. 1430(a)).

(2) Pricing of CIP advances. The price
of CICA advances made under CIP shall
not exceed the Bank’s cost of issuing
consolidated obligations of comparable
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maturity, taking into account reason-
able administrative costs.

(3) Pricing of AHP advances. A Bank
shall price CICA advances made under
AHP in accordance with parts 935 and
960 of this chapter.

(4) Advances to nonmember borrowers.
(i) A Bank may offer advances under
CICA programs to nonmember borrow-
ers at the Bank’s option, except for
AHP and CIP, which are available only
to members.

(ii) A Bank shall price advances to
nonmember borrowers as provided in
§ 935.24 of this chapter, and may price
such advances at rates below the price
of advances of similar amounts, matu-
rities and terms made pursuant to sec-
tion 10b of the Act. (12 U.S.C. 1430b).

(5) Pricing pass-through. A Bank may
require that borrowers receiving CICA
advances pass through the benefit of
any price reduction from regular ad-
vance pricing to their borrowers.

(6) Discount Fund. (i) A Bank may es-
tablish a fund which the Bank may use
to reduce the price of CIP or other
CICA advances below the advance
prices provided for by this part.

(ii) Price reductions made through
the Discount Fund shall be made in ac-
cordance with a fair distribution
scheme.

§ 970.6 Reporting.
(a) By July 1, 1999, each Bank shall

provide to the Finance Board an initial
assessment of the credit needs and
market opportunities in a Bank’s dis-
trict for community lending.

(b) Effective in 2000, each Bank annu-
ally shall provide to the Finance
Board, on or before January 31, a Com-
munity Lending Plan.

(c) Each Bank shall provide such
other reports concerning its CICA pro-
grams as the Finance Board may re-
quest from time to time.

§ 970.7 Documentation.

(a) A Bank shall require the borrower
to certify to the Bank that each
project funded by a CICA advance
(other than AHP) meets the respective
targeting requirements of the CICA
program. Such certification shall in-
clude a description of how the project
meets the requirements, and where ap-
propriate, a statistical summary or list
of incomes of the borrowers, rents for
the project, or salaries of jobs created
or retained.

(b) For those CICA-funded projects
that also receive funds from another
targeted Federal economic develop-
ment program that has income target-
ing requirements that are the same as,
or more restrictive than, the targeting
requirements of the applicable CICA
program, the Bank shall permit the
borrower to certify that compliance
with the criteria of such Federal eco-
nomic development program will meet
the requirements of the respective
CICA program.

(c) Such certifications shall satisfy
the Bank’s obligations to document
compliance with the CICA lending pro-
visions of this part.
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